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The  four  documents  embodied  in  this  pamphlet  are 
brought  together  for  convenience  of  reference. 

There  is  no  substantial  alteration  in  the  u Notes  on 
Insular  Free  T rade  ” ,•  but  one  or  tzoo  trifling  corrections 
have  been  made , and  one  illustration  has  been  omitted  which 
seems  to  have  attracted  more  attention  than  the  argument  it 
was  designed  to  illustrate . As  this  is  not  the  function 
which  an  illustration  is  designed  to  fulfil , I have  simply 
excised  it , without  endeavouring  either  to  defend  or  improve 
upon  it. 

A.  J.  B. 

Jaziuary  2,  1904. 


LETTER  TO 

THE  RT.  HON.  J.  CHAMBERLAIN,  M.P. 


10  Downing  Street,  Whitehall,  S.W. 
Sept.  16,  1903. 

My  Dear  Chamberlain, — I did  not  answer  your  letter  of  the  9th,  which 
I received  shortly  before  my  departure  from  Scotland  for  the  Cabinet 
meeting,  as  I knew  that  we  should  within  a few  hours  have  an 
opportunity  of  talking  over  the  important  issues  with  which  it  deals. 
The  reply,  therefore,  which  I am  now  writing  rather  embodies  the 
results  of  our  conversations  than  adds  to  them  anything  which  is  new. 

Agreeing  as  I do  with  you  that  the  time  has  come  when  a change 
should  be  made  in  the  fiscal  canons  by  which  we  have  bound  ourselves 
in  our  commercial  dealings  with  other  Governments,  it  seems  paradoxical 
indeed  that  you  should  leave  the  Cabinet  at  the  same  time  that  others  of 
my  colleagues  are  leaving  it  who  disagree  on  this  very  point  with  us 
both.  Yet  I cannot  but  admit,  however  reluctantly,  that  there  is  some 
force  in  the  arguments  with  which  you  support  that  course,  based  as 
they  are  upon  your  special  and  personal  relation  to  that  portion  of  the 
controversy  which  deals  with  Colonial  preference.  You  have  done  more 
than  any  man,  living  or  dead,  to  bring  home  to  the  citizens  of  the 
Empire  the  consciousness  of  Imperial  obligation  , and  the  interdependence 
between  the  various  fragments  into  which  the  Empire  is  geographically 
divided.  I believe  you  to  be  right  in  holding  that  this  interdependence 
should  find  expression  in  our  commercial  relations  as  well  as  in  our 
political  and  military  relations.  I believe  with  you  that  closer  fiscal 
union  between  the  Mother  Country  and  her  Colonies  would  be  good  for 
the  trade  of  both,  and  that  if  such  closer  union  could  be  established  on 
fitting  terms,  its  advantages  to  both  parties  would  increase  as  the  years 
went  on,  and  as  the  Colonies  grew  in  wealth  and  population. 

If  there  ever  has  been  any  difference  between  us  in  connection  with 
this  matter  it  has  on3y  been  with  regard  to  the  practicability  of  a 
proposal  which  would  seem  to  require  on  the  part  of  the  Colonies  a 
limitation  in  the  all-round  development  of  a protective  policy,  and  on 
the  part  of  this  country  the  establishment  of  a preference  in  favour  of 
important  Colonial  products.  On  the  first  of  these  requirements  I say 
nothing  ; but  if  the  second  involves,  as  it  almost  certainly  does,  taxation, 
however  light,  upon  food-stuffs,  I am  convinced  with  you  that  public 
opinion  is  not  yet  ripe  for  such  an  arrangement.  The  reasons  may 
easily  be  found  in  past  political  battles  and  present  political  mis- 
representations. 

If,  then,  this  branch  of  fiscal  reform  is  not  at  present  within  the 
limits  of  practical  politics,  you  are  surely  right  in  your  advice  not 
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to  treat  it  as  indissolubly  connected  with  that  other  branch  of  fiscal 
reform  to  which  we  both  attach  importance,  and  which  we  believe  the 
country  is  prepared  to  consider  without  prejudice.  I feel,  however, 
deeply  concerned  that  you  should  regard  this  conclusion,  however  well 
founded,  as  one  which  makes  it  difficult  for  you  in  your  very  special 
circumstances  to  remain  a member  of  the  Government.  Yet  I do  not 
venture,  in  a matter  so  strictly  personal,  to  raise  any  objection.  If  you 
think  you  can  best  serve  the  interests  of  Imperial  unity,  for  which  you 
have  done  so  much,  by  pressing  your  views  on  Colonial  preference  with 
the  freedom  which  is  possible  in  an  independent  position,  but  is  hardly 
compatible  with  office,  how  can  I criticise  your  determination  ? The  loss 
to  the  Government  is  great  indeed  ; but  the  gain  to  the  cause  you  have 
at  heart  may  be  greater  still.  If  so,  what  can  I do  but  acquiesce  ? — 
Yours  very  sincerely, 

Arthur  James  Balfour. 

P.S. — May  I say  with  what  gratification,  both  on  personal  and  on 
public  grounds,  I learn  that  Mr.  Austen  Chamberlain  is  ready  to 
remain  a member  of  the  Government  ? There  could  be  no  more  con- 
clusive evidence  that  in  your  judgment,  as  in  mine,  the  exclusion  of 
taxation  on  food  from  the  party  programme  is,  in  existing  circumstances, 
the  course  best  fitted  practically  to  further  the  cause  of  fiscal  reform. 


ECONOMIC  NOTES  ON 

INSULAR  FREE  TRADE 


Iw  the  following  Paper  I propose  to  discuss  some  of  the  more  funda- 
mental economic  questions  which  (as  I think)  require  consideration  on 
the  part  of  those  who  desire  to  arrive  at  a sober  and  unprejudiced 
estimate  of  our  fiscal  policy.  The  present  controversy  has  brought  into 
existence,  or  at  least  into  notice,  masses  of  statistical  information, 
official  and  unofficial;  the  documentary  flood  is  rising,  and  for  some 
time  to  come  is  not  likely  to  diminish.  But  in  order  that  the  volume 
of  facts  thus  provided  should  instruct  and  not  merely  overwhelm  us,  it 
is  necessary  to  consider  it  in  the  light  of  theories  and  principles,  always, 
of  course,  open  to  revision  in  the  light  of  experience,  but  without  the 
provisional  use  of  which  experience  itself  can  utter  no  intelligible 
oracles. 

It  may  be  as  well  to  premise  that  I approach  the  subject  from  the 
free  trade  point  of  view:  though  the  free  trade  is  perhaps  not  always 
that  which  passes  for  orthodox  in  the  House  of  Commons  or  on  the 
platform.  There  is  indeed  a real  danger  of  the  controversy  degenerat- 
ing into  an  unprofitable  battle  of  watch- words,  behind  which  there  is 
nothing  deserving  to  be  called  independent  reflection  at  all.  Popular 
disputation  insists  on  labels,  and  likes  its  labels  old.  It  therefore 
divides  the  world,  for  purposes  of  fiscal  controversy,  into  protectionists 
and  free  traders.  Those  who  are  protectionists  are  assumed  to  be 
protectionists  after  the  manner  of  Lord  George  Bentinck.  Those  who 
are  free  traders  are  assumed  to  be  free  traders  after  the  manner  of 
Mr.  Cobden.  Does  a man  question  the  dogma  that  taxation  must 
always  be  for  revenue  ? Then  evidently  he  hankers  after  the  fiscal 
system  of  1841  and  a twenty-shilling  duty  on  corn.  Does  he  admire 
the  tariff  reforms  of  sixty  years,  ago?  Then. evidently  he  regards  the 
simple  and  unqualified  doctrine  of  “ free  trade  ” as  so  fundamental  in 
its  character,  so  universal  in  its  application,  so  capable  of  exact 
expression,  that  every  conclusion  to  which  it  logically  leads  must  be 
accepted  without  hesitation  or  reserve. 

I am  a “ free  trader,”  but  not,  it  must  be  acknowledged,  precisely 
after  this  pattern. 

I. 

1.  That  there  may  indeed  be  a collision  between  free  trade  and 
greater  issues  is  easily  seen  if  we  reflect  that  an  ideal  world,  from  a 
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narrowly  economic  point  of  view,  would  be  one  in  which  capital  and 
labour  would  flow  without  hindrance  to  the  places  where  profits  were 
greatest  and  wages  highest.  Under  the  stress  of  economic  forces 
they  would  immediately  adjust  themselves  to  a position  of  temporary 
equilibrium,  as  the  ocean  adjusts  its  level  under  the  force  of  gravity. 
Such  a system,  were  it  possible,  would  certainly  be  one  of  “ free  trade  ” in 
the  fullest  sense  of  that  much-abused  term,  and  under  it  the  wealth-pro- 
ducing capacities  of  mankind  would  be  all  that  free  trade  can  make  them. 

2.  But  this  perfect  fluidity  of  capital  and  labour,  however  excellent 
its  other  consequences,  would  evidently  be  inconsistent  with  national 
life  as  we  understand  it.  Nations  could  not  be  maintained,  at  least  in 
their  present  shape,  except  through  the  accumulated  effect  of  the 
various  causes  which  in  their  sum  total  make  up  what  may  be  called 
“economic  friction/’  just  as  the  continents  on  which  they  live  are  only 
prevented  by  cohesion  and  mechanical  friction  from  merging  in  the 
ocean  by  which  they  are  surrounded.  It  is  because  mankind  are 
largely  ruled  by  custom,  are  fond  of  home  and  country,  cannot  easily 
acquire  new  aptitudes  and  new  languages,  cannot  migrate  without  cost 
and  risk,  that  labour  is  not  “fluid.”  And  though  certain  kinds  of 
capital  are  really  fluid,  yet  as  a whole  capital  also  is  “viscous”  ; and 
partly  because  much  of  it  is  in  a shape  which  cannot  easily  be  moved  or 
cannot  be  moved  at  all ; partly  because  business  channels  are  changed 
slowly  and  with  difficulty ; partly  because,  when  the  owner  of  the 
capital  has  to  superintend  its  employment,  he  may,  like  other  workers, 
be  reluctant  to  change  his  home  and  his  country,  it  also  flows  but 
gradually  to  the  places  where  under  a system  of  " free  trade  ” as  above 
described,  it  would  find  its  most  profitable  employment. 

3.  Nations,  as  we  know  them,  are  therefore  economically  possible 
only  because,  for  various  reasons,  mankind  is  both  unable  and 
unwilling  to  turn  the  natural  resources  of  the  world  to  the  best 
economic  account.  It  is  the  partial  immobility  of  capital  and  labour  to 
which  this  result  is  due,  which  makes  it  necessary  for  economists  to 
distinguish  between  the  theory  of  international  and  the  theory  of 
internal  trade.  And  though  the  “ countries  ” which  figure  in 
economic  treatises  as  the  units  between  which  international  trade  takes 
place,  are  not  necessarily  identical  with  the  “ countries  ” which  are  the 
subject  of  international  law,  the  fact  remains  that  these  last, — the 
actual  nations  *into  which  the  world  is  parcelled  out, — would  never 
have  come  into  being,  and  could  never  be  maintained  as  they  are,  but 
at  the  cost  of  something  which,  from  the  point  of  view  of  pure  free 
trade  theory,  must  be  regarded  as  economic  waste.  And  inasmuch  as 
they  are  thus  a standing  violation  of  cosmopolitan  free  trade  (as  above 
defined)  it  is  not  surprising  that  in  their  efforts  at  self-preservation 
they  have  not  felt  themselves  bound  to  consider  only  arguments  drawn 
from  cosmopolitan  economics.  They  have  taken  into  account,  not 
always  wisely,  something  more  than  the  present  pecuniary  interest  of 
individual  consumers  and  producers,  they  have  recognised  that  the 
state  is  something  more  than  the  individuals  composing  it  at  any  one 
time,  and  that  not  only  is  it  irrational  to  suppose  that  what  is  good  for 
the  wealth-producing  capacity  of  the  world  must  necessarily  be  good  for 
each  particular  state  ; but  that  quite  certainly  it  is  not. 
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4.  This  last  proposition  would  have  been  accepted  by  Adam  Smith ; 
and  so  far  as  I know  would  be  denied  by  no  economist  of  repute.  But 
there  is  nevertheless  a widespread  idea  that  what  is  economically 
“ natural  ” as  opposed  to  what  is  artificial  or  state  contrived,  is  probably 
expedient,  and  that  at  least  the  burden  of  proof  lies  with  those  who 
take  a different  view.  This  theory,  which  belongs  to  a somewhat 
antiquated  mode  of  thought,  is  I think  incorrect.  Each  suggested 
example  of  state  interference,  in  this  or  any  other  sphere  of  activity, 
has  of  course  to  make  good  its  claim  to  acceptance.  But  it  would  be  a 
most  singular  coincidence  if  (for  example)  every  “ natural  ” cause  which 
promoted  the  easy  flow  of  capital  and  labour  from  area  to  area,  should 
also  promote  the  interests  of  particular  nations,  the  number  of  whose 
population  and  the  character  of  whose  commerce  are  largely  founded 
upon  the  partial  immobility  of  these  very  partners  in  production. 

5.  There  is  no  doubt  a better  argument  against  state  intervention  in 
matters  of  trade  than  any  to  be  extracted  from  the  d,  priori  social 
theories  so  fashionable  in  the  eighteenth  century — an  argument  based 
on  a deep-seated  distrust  of  the  competence  of  Legislatures.  Adam 
Smith,  for  example,  held  much  the  same  opinion  of  Kings  and  Parlia- 
ments as  some  persons  do  of  doctors.  He  did  not  doubt  that  tonics 
might  be  found  to  invigorate  national  commerce,  but  he  did  most 
gravely  doubt  whether  the  authorised  practitioners  would  find  them. 
This,  however,  is  hardly  an  assumption  on  which  we  can  proceed  in 
these  days  of  Factory  legislation,  Housing  legislation,  compulsory 
Education,  Inspection  of  Mines,  and  Mercantile  Marine  Acts.  Parlia- 
ment can  hardly  assume  its  own  incompetence  as  a fundamental  axiom, 
however  plausible  this  may  appear  as  a working  hypothesis.  Having 
recognised  the  general  truth  that  there  is  no  pre-established  harmony 
between  economic  world  interests  and  national  well-being,  we  seern 
required  to  abandon  the  “ laisser  fairt ” position  as  absolute  dogmaf 
and  to  accept  provisionally  the  view  that  the  character  of  our  fiscal 
policy  should  vary  with  varying  circumstances,  and  that  we  have  no 
right  whatever  to  regard  any  plan  as  perfect,  merely  because  it  is 
simple,  unartificial,  and,  above  all,  familiar. 

II. 

6.  The  plan  we  should  adopt  must  evidently  depend  upon  the  end 
we  wish  to  secure,  upon  the  kind  of  state  we  desire  to  create  or  to 
maintain.  Without  considering  the  motives  which  have  from  time  to 
time  dominated  the  fiscal  policy  of  other  countries,  it  is  only  necessary 
here  to  say  that  so  far  as  Great  Britain  is  concerned,  the  contest  which 
came  to  an  end  in  1846,  was,  in  its  inner  reality,  not  a fight  over  an 
economic  theory,  but  a struggle  between  two  opposing  ideals  supported 
by  two  rival  interests.  Was  the  country  to  become  more  and  more  a manu- 
facturing community  ? or  was  agriculture  to  be  maintained,  at  whatever 
cost,  in  its  ancient  predominance,  with  all  the  social  and  economic  conse- 
quences which  were,  or  were  thought  to  be,  involved  in  such  an  attempt  4 

7.  The  country  decided  (in  my  opinion  rightly)  in  favour  of  the  first 
of  these  alternatives.  Its  benefits,  to  be  sure,  have  not  been  unmixed  ; 
but  it  has  this  conclusive  argument  in  its  favour, — that  a predominantly 
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agricultural  Britain  could  never  have  supported  the  men  or  furnished 
the  money  required  for  her  imperial  mission. 

It  must,  however,  be  remembered  that  this  “ manufacturing  ideal  ” 
can  only  be  made  tolerable,  indeed  can  only  be  realised,  if  two  conditions 
are  satisfied : — (a)  that  inasmuch  as  conditions  of  climate  render  it 
obligatory  to  import  many  of  our  luxuries,  and  conditions  of  population 
and  manufacture  render  it  obligatory  to  import  many  of  our  neces- 
saries, a large  export  trade  is  necessary  in  order  that  these  things  shall 
be  paid  for  ; (b)  that  sufficient  capital  shall  always  be  forthcoming  for 
home  investment  in  order  that  this  end  may  be  attained,  and  employ- 
ment provided  for  our  growing  urban  population. 

8.  These  corollaries  which  flow  from  the  adoption  of  the  manufactur- 
ing ideal  in  a country  situated  like  Great  Britain,  suggested  no  anxious 
thought  to  fiscal  reformers  fifty  or  sixty  years  ago.  They  made,  indeed, 
two  mistakes,  neither  of  which  (as  I shall  show  more  in  detail  pre- 
sently) would,  perhaps,  have  greatly  mattered  without  the  other.  They 
failed  to  foresee  that  the  world  would  reject  free  trade,  and  they  failed 
to  take  full  account  of  the  commercial  possibilities  of  the  British 
Empire.  If  they  had  been  right  on  the  first?  point,  if  free  trade  had 
indeed  become  a universal  creed,  no  controversy  about  our  commercial 
relations  with  any  fiscally  independent  community  could  possibly  have 
arisen.  If,  on  the  other  hand,  they  had  succeeded  in  giving  us  Imperial 
free  trade,  the  protective  tendencies  of  foreign  nations  would  in  the 
long  run  have  been  but  of  secondary  importance.  The  double  error 
has  established  insular  free  trade  with  its  inevitable  limitations,  and  left 
us  bearing  all  the  burden,  but  enjoying  only  half  the  advantages,  which 
should  attach  to  Empire. 

9.  It  must,  I think,  be  accounted  a misfortune  that  the  views  of  the 
great  tariff  reformers  were  thus  restricted.  The  most  momentous,  per- 
haps the  most  permanent,  victory  for  free  trade  was  won  when,  rather 
on  national  than  on  economic  grounds,  inter-state  tariffs  were  forbidden 
in  the  United  States.  I know  not  whether  sixty  years  since  a like 
victory  might  have  been  won  for  the  same  cause  within  the  limits  of 
the  British  Empire.  In  any  case,  the  attempt  was  neither  made  nor 
dreamed  of,  and  future  efforts  in  that  direction  can,  under  altered  con- 
ditions, be  only  gradual  and  tentative. 

10.  However  this  may  be,  we  must  now  accept  the  fact  that  while 
our  own  free  trade  is  rather  insular  than  imperial,  the  most  advanced  of 
our  commercial  rivals  are  not  only  protectionist  now,  but  in  varying 
measure  are  going  to  remain  so.  Other  nations  have  in  the  past 
accepted  the  principle  of  free  trade  ; none  have  consistently  adhered  to 
it.  Irrespective  of  race,  of  polity,  and  of  material  circumstances,*  every 
other  fiscally  independent  community  whose  civilisation  is  of  the  western 
type  has  deliberately  embraced,  in  theory  if  not  in  practice,  the  pro- 
tectionist system.  Young  countries  and  old  countries,  rich  countries 
and  poor  countries,  large  countries  and  small  countries,  free  countries 
and  absolutist  countries,  all  have  been  moved  by  the  same  arguments  to 
adopt  the  same  economic  ideal.  In  circumstances  so  little  foreseen  we 
are  driven  to  ask  whether  a fiscal,  system  suited  to  a free  trade  nation  in 
a world  of  free  traders , remains  suited  in  every  detail  to  a free  trade 
nation  in  a world  of  protectionists . 

# Except  perhaps  Holland, 
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III. 

11.  As  already  stated,  I approach  this  question  as  a free  trader,  i.e.} 
with  the  desire  to  promote  free  trade  as  far  as  contemporary  circum- 
stances permit.  1 throw  no  doubt  on  the  free  trade  theory  when 
expressed  with  due  limitations.  It  tells  us  that  international  free 
trade  promotes  wealth,  because  it  conduces  to  an  international  division 
of  labour.  Each  country  is  enabled  to  turn  its  industrial  capabilities 
to  the  best  account ; to  purchase  what  it  wants  but  cannot  produce,  or 
wants  but  cannot  produce  except  at  a relative  disadvantage,  by  the 
export  of  those  commodities  for  the  production  of  which  it  is  in  a position 
of  relative  advantage.  This  system,  therefore,  tends  to  secure  tha* 
each  country  does  most  what  it  does  best,  and  buys  what  it  needs  ais 
the  least  possible  cost. 

12.  There  can,  I think,  be  no  question  that,  speaking  broadly,  this 
is  the  best  way  of  securing  for  the  world  the  largest  immediate  results 
for  international  commerce  and  industry.  It  is  by  no  means  equally 
certain  that  it  secures  for  each  separate  nation  the  maximum  of  well- 
being ; nor  even  (under  conceivable  conditions  respecting  the  flow  of 
capital  and  labour)  the  maximum  of  wealth.  Moreover,  the  majority 
of  economists  hold  (I  think  rightly)  that  it  may  sometimes  sacrifice  the 
future  to  the  present,  and  delay  what  might  ultimately  have  proved  to 
be  the  most  productive  distribution  of  capital  and  labour. 

13.  It  is  not,  however,  with  these  qualifications  of  the  doctrine  of 
universal  free  trade  that  we  are  now  principally  concerned.  Our  business 
is  with  the  only  free  trade  which  we  are  ever  likely  to  see  ; namely, 
free  trade  in  some  nations  limited  by  protection  in  others.  Of  this 
partial  free  trade  we  may  say  in  general,  that  its  merits  must  be  accepted 
with  all  the  reserves  already  mentioned,  and  with  this  one  in  addition 
— that  under  conceivable  circumstances  free  trade  may  not  save  a 
nation  from  suffering  more  by  the  adoption  of  a protective  policy  by 
its  neighbours  than  do  those  neighbours  themselves,  nor  even  from 
being  worse  off  than  it  would  have  been  had  it  never  pursued  a free 
trade  policy  at  all. 

IY. 

14.  In  what  way  then  can  this  take  place, — what  is  the  precise  nature 
of  the  injury  done  to  a free  trade  country  by  the  adoption  of  protection 
by  its  neighbours  ? Presumably  such  a country  bears  its  share  in  the 
general  economic  loss  which  the  widespread  adoption  of  a bad  fiscal  system 
inflicts  on  the  world  at  large.  Does  it  in  addition  suffer  any  special  loss  ? 

This  is  in  other  words  to  ask  what  is  the  special  value  to  a free  trade 
country  of  open  markets.  That  our  whole  national  policy  implies  their 
value  is  plain  enough.  We  negotiate  strenuously  to  maintain  those 
that  exist ; there  are  some  for  which  we  should  assuredly  fight.  It 
would  be  commonly  admitted  that  the  absorption  by  a protective  nation 
of  any  rich  non-protective  area  with  which  we  had  commercial  dealings 
would  produce  not  merely  a temporary  disturbance  of  our  trade,  but 
a sensible  diminution  of  our  permanent  gains. 
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15.  If  tills  be  true,  it  is  of  course  because  any  check  to  our  export 
trade  is  injurious.  But  why  is  it  injurious?  From  the  consumer’s 
point  of  view,  at  least,  it  would  seem  that  it  is  only  what  we  import 
that  matters.  And  in  a sense  that  is  so.  But  since  the  fortunes  of 
the  import  trade  are  indissolubly  united  with  those  of  the  export,  it 
may  well  happen  that  though  the  exporting  manufacturer  is  the  first 
to  feel  the  pinch  of  hostile  tariffs,  it  is  the  importing  consumer  who 
ultimately  suffers. 

16.  Consider,  for  example,  a simple  case.  Suppose  that  an  island, 
which  had  shaped  its  industrial  system  on  the  Cobdenite  model,  found 
itself  confronted  by  a world  in  which  every  other  state  adopted  an 
extreme  form  of  protection.  What  would  be  the  consequence  of  such 
a situation  to  the  island  itself,  and  in  a less  degree  to  other  countries  ? 
The  answer  to  this  question  must,  I conceive,  vary  according  to  the 
economic  characteristics  which  we  choose  to  attribute  to  our  imaginary 
example. 

17.  Take  for  consideration  three  variations  of  the  problem.  Let  us 
assume,  in  the  first  place,  that  the  productive  capacity  of  our  imaginary 
island  is  small  in  amount,  and  restricted  in  range  ; and  further,  that  it 
can  neither  grow  nor  manufacture  anything  which  cannot,  with  the  help 
of  protection,  be  grown  or  manufactured  at  a profit  in  the  protective 
countries.  In  such  circumstances  I conceive  that  the  fiscal  policy  of 
these  countries  would  completely  ruin  it  ’ and  that  they  would  suffer 
but  little  in  the  process.  This  case  I may  parenthetically  observe  is  not 
unlike  that  of  our  own  colony  of  Barbadoes  where,  according  to  the 
Commission  of  1897,  nothing  could  be  produced  but  sugar,— sugar, 
which  under  the  then  prevailing  system  of  bounties,  could  scarce  be 
sold  except  at  a loss. 

18.  An  economic  area  so  situated  is  helpless.  Having  founded  its 
industrial  system  on  a free  trade  basis,  having  encouraged  the  growth  of 
population  and  the  investment  of  capital,  in  the  belief  that  it  could 
readily  purchase  what  it  needed  by  the  sale  of  its  exports,  it  discovers 
that,  by  no  fault  of  its  own,  nor  through  any  operation  of  nature,  this 
sale  is  becoming  more  and  more  difficult : that  only  by  the  reduction  of 
profits  and  wages  can  it  be  temporarily  continued  ; and  that  finally  it 
becomes  impossible.  Capital  either  flies  to  happier  regions  or  is  lost ; 
labour  either  emigrates  or  sinks  to  savagery,  and  unless  other  help 
arrives  our  island  returns  to  the  state  of  nature  from  which  it  had  surely 
been  better  that  it  had  never  emerged, 

19.  This  represents  of  course  an  extreme  case  of  economic  dependence. 
Let  us  now  consider  one  of  the  opposite  type.  Assume  that  our 
imaginary  island  is  of  vast  extent,  enjoying  consequently  great  varieties 
of  climates,  with  a population  small  compared  to  its  food-producing  area, 
and  with  natural  resources  fitted  to  minister  to  all  their  needs.  Such  a 
country  finding  its  exports  gradually  diminished  by  growing  foreign 
tariffs,  would,  no  doubt,  suffer  some  economic  loss.  But  it  will  be  very 
differently  situated  from  Barbadoes.  Though  it  will  have  to  manu- 
facture at  home  much  that  it  hitherto  imported,  though  capital  and 
labour  would  be  diverted  into  channels  which,  at  least  for  a time,  would 
be  less  advantageous  than  those  through  which  they  had  hitherto  flowed, 
yet  in  the  long  run  the  condition  of  such  a country  would,  I conceive, 
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hot  be  seriously  worse  than  if  it  had  been  permitted  by  its  neigh- 
bours to  pursue  its  industrial  development  along  free  trade  lines. 
Though  the  markets  of  the  world  might  be  closed  to  it  by  protection, 
its  own  would  not  be  seriously  insufficient.  Domestic  free  trade  would 
be  enough. 

V. 

20.  But  now  take  a third  case.  Let  us  assume  our  imaginary 
island  to  be  rich  in  mineral  resources,  and  adequately  provided  with 
capital  and  labour,  but  to  possess  no  striking  advantages  over  other 
areas,  no  natural  monopoly  in  respect  of  the  things  it  was  best  fitted  to 
produce.  Let  us  further  suppose  that  owing  to  the  law  known  to 
economists  as  that  of  44  diminishing  returns,”  it  could  not  find  food 
within  its  own  limits  for  a growing  population,  except  at  rapidly 
increasing  cost,  and  that  therefore  free  trade  and  industrial  expansion 
involved  increasing  dependence  on  external  areas  of  food -supply. 

21.  Now,  what  would  happen  to  a country  thus  naturally  en- 
dowed, and  thus  industrially  organised,  if  it  found  itself  confronted  with 
a universal  system  of  augmenting  tariffs?  As  an  economic  example 
it  stands  between  our  first  case  and  our  second.  Which  does  it  most 
resemble  ? 

It  cannot  be  doubted,  I think,  that  though  it  could  never  find 
itself  in  the  position  of  Barbae  oes,  it  would  not  only  be  incom- 
parably worse  off  than  the  larger  area  of  our  second  supposition, 
but  worse  off  than  it  would  have  been  had  it  never  adopted  the 
free  trade  policy,  the  advantage  of  which  it  has  lost  through  the 
protective  policy  of  its  neighbour. 

From  the  very  nature  of  the  case  free  trade  requires  open  markets 
somewhere . If  the  free  trade  country  is  large  enough  and  varied  enough, 
the  open  markets  within  its  own  territory  may,  as  we  have  just  seen,  be 
sufficient.  They  will  not  be  sufficient  if  the  character  and  capabilities 
of  the  country  are  limited  in  such  a way  that,  while  large  imports  are  a 
vital  necessity,  the  exports  required  to  pay  for  them  are  not  of  a kind 
which  other  nations — all,  by  hypothesis,  protectionist — are  obliged  to 
take. 

22.  I imagine  that  in  the  conditions  supposed,  the  free  trade  island 
would  be  compelled  to  change  the  character  of  its  industries  so  as  to 
find  the  weakest  spot  in  the  protective  barrier.  Each  change  would 
probably  involve  a double  loss — the  loss  of  part  of  the  capital  and  skill 
devoted  to  the  abandoned  industry,  and  the  loss  due  to  the  fact  that  the 
new  industry  was  presumably  less  remunerative  than  the  old.  Each 
change  would  also,  by  supposition,  be  sooner  or  later  foiled  by  some 
corresponding  augmentation  of  the  hostile  tariffs.  When  all  was  got 
out  of  this  industrial  re-arrangement  which  it  was  capable  of  giving, 
the  free  trade  island  would  have  no  resource  but  to  purchase  its  imports 
by  lowering  prices  to  the  point  at  which  it  became  possible  to  force  its 
manufactures  through  the  tariff  obstacles  by  which  its  exports  were 
impeded.  If  no  diminution  of  profits  or  wages  enabled  such  a point  to 
be  reached,  the  island  would  no  longer  be  able  to  support  its  existing 
population ; nor  would  any  equilibrium  be  attained  until,  at  the  cost  of 
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much  suffering,  it  was  reduced  to  the  position  of  being  self-sufficient — 
producing,  that  is  to  say,  within  its  own  area,  all  that  it  consumed — 
however  little  soil,  climate,  and  mineral  resources  lent  themselves  to 
such  a policy. 

23.  It  may  perhaps  be  objected  that  this  imaginary  case  is  not 
instructive  even  as  a hypothesis,  since  the  protective  countries  would 
never  be  so  foolish  as  to  injure  their  own  export  trade  by  impoverishing, 
and  perhaps  ruining,  a good  customer.  They  might  do  it  in  cases  like 
Barbadoes,  where  the  amounts  involved  were  small.  But  plain  con- 
siderations of  self-interest  would  seemingly  forbid  so  suicidal  a policy 
where  the  amounts  involved  were  large. 

But  are  the  considerations  of  self-interest  so  plain  ? However  sound 
be  the  economic  doctrine  on  which  they  depend,  it  is  not  one  which 
easily  appeals  to  protectionists.  They  would  not  be  protectionists  if  it 
did.  What  they  look  to  are  the  immediate  and  obvious  consequences 
which  are  assumed  to  flow  from  high  tariffs  ; and  in  the  supposed  case 
the  obvious  consequences  are  exactly  what  they  desire.  They  would  be 
so  eminently  satisfied  with  the  successful  “ protection  of  Home  Markets  ” 
and  the  weakening  of  a commercial  competitor,  that  the  more  obscure 
causation  of  the  counter-stroke  which  protection  delivered  against  their 
own  exporters  would  leave  them  unmoved.  Here,  indeed,  if  anywhere, 
the  appeal  to  history  should  surely  be  conclusive.  We  have  countless 
records  of  fiscal  arrangements  by  which  one  nation  has  sought  to  benefit 
its  commerce  at  the  cost  of  another.  Can  a single  example  of  the 
reverse  process  be  produced  ? Has  there  ever  been  a nation  which 
modified  the  commercial  policy  to  which  it  was  otherwise  inclined,  lest 
it  should  cripple  the  trade  of  a dangerous  rival,  who  happened  also  to 
be  an  important  customer  ? I trow  not.* 

YL 

24.  Among  the  three  variations  of  our  original  supposition  we  are 
clearly  most  concerned  with  the  last.  The  industrial  characteristics 
with  which  in  that  case  we  credited  our  imaginary  community,  are 
precisely  those  actually  possessed  by  Great  Britain.  Why  then,  it  may 
be  asked,  does  Great  Britain  not  suffer  all  the  ills  with  which  our  hypo- 
thetical island  was  threatened  ? That  it  does  not  is  manifest.  We 
imagined  a free  trade  country  completely  environed  by  a wall  of 
protection ; a wall  high  enough  to  make  export  first  difficult  and  then 
impossible.  We  inferred  that  it  would  find  imports  first  costly,  and 
then  unattainable.  In  actual  fact  we  see  Britain  hampered  indeed  by  - 
foreign  tariffs,  yet  able,  in  spite  of  them,  to  carry  on  an  export  trade 
which,  if  it  does  not  increase  as  we  might  wish,  yet  increases  rather 
than  diminishes,  and  an  import  trade  of  unexampled  magnitude. 

25.  In  what  then  resides  the  difference  between  the  two  cases  ? In 
three  separate  particulars. 


* It  must  he  remembered  that  it  need  not  be  the  protective  policy  of  country  B 
which  directly  and  obviously  makes  it  impossible  for  free  trade  country  A to  pay 
for  B’s  exports.  The  direct  cause  might  be  protection  in  country  C,  through  which 
A used  to  pay  its  debts  to  B,  but  can  so  pay  no  longer. 
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(a)  Foreign  countries  owe  us  a great  deal  of  money,  the  interest  of 
which  they  pay  by  means  of  imports  into  the  United  Kingdom.* 

(b)  Large  areas  still  remain  which  are  not  protected  at  all. 

(c)  Existing  protected  areas  are  not  completely  protected. 

It  is  these  three  causes,  and  these  alone,  which  prevent  this  country 
undergoing  the  fate  which,  in  the  third  example,  befell  the  hypothetical 
island.  Each,  therefore,  deserves  careful  consideration. 

VII. 

26.  As  regards  the  national  income  from  foreign  investments,  it  has 
to  be  observed  that  while  it  must  always  be  better  for  the  inhabitants 
of  any  country  to  own  capital  than  not  to  own  it,  it  is  better  that  the 
capital  they  own  should  be  earning  a profit  at  home,  than  that  it  should 
be  earning  the  same  profit  abroad.  If,  indeed,  there  is  no  further 
room  at  home  for  the  employment  of  capital,  then,  no  doubt,  it  will  be 
far  better  for  all  concerned  that  the  overflow  of  wealth  should  be  turned 
to  account  elsewhere  than  that  it  should  run  to  waste.  On  the  other 
hand,  if  capital  which  goes  abroad  might  have  increased  the  effective 
demand  for  British  labour,  its  expatriation  is  pro  tanto  a loss  to  the 
labourer  and  the  nation,  if  not  to  the  capitalist  himself* 

27.  Nowit  seems  clear  that  in  many  cases  this  expatriation  of  capital 
can  be,  and  is,  encouraged  by  foreign  protective  tariffsi  The  imposition 
of  a protective  duty  upon  any  article  of  British  manufacture  has  of 
course  the  double  effect  of  discouraging  its  production  here,  and 
encouraging  its  production  in  the  protectionist  country — say  Belgium. 
The  popular  free  trade  account  of  what  happens  in  consequence  is  that, 
on  the  one  hand,  the  English  manufacturer  and  artisan  are  injured  by 
the  diversion  of  industry  into  some  other,  and  presumably  less  profit- 
able, branch  of  British  industry ; on  the  other,  the  Belgian  consumer  is 
mulcted  in  order  to  find  a profit  for  the  Belgian  manufacturer.  It  is 
the  latter,  therefore,  alone  who  profits  by  the  transaction.  All  the 
rest  are  losers,  though  the  British  loss,  so  far  as  this  particular 
industry  is  concerned,  is  confined  to  that  part  of  it  which  supplied 
Belgium,  and  does  not  affect  its  success  either  in  the  home  or  in 
neutral  markets. 

28.  But  this  is  by  no  means  what  necessarily  happens.  It  is  assumed 
apparently  that  the  British  manufacturer  adheres  to  his  country  and 
changes  his  business.  But  he  may  choose  the  other  alternative.  He 
may  adhere  to  his  business  and  (< qud  manufacturer)  change  his  country. 
He  may  transfer,  that  is  to  say,  all  that  is  transferable  of  his  capital  to 
Belgium  ; engage  there,  under  the  shield  of  protection,  in  the  very 
industry  from  which  foreign  protection  had  driven  him  at  home,  and 
possibly  compete  not  only  in  neutral  but  in  British  markets  with  his 
unprotected  countrymen.  It  is,  I think,  manifest  that  if  this  should 

* Under  the  first  head  I do  not  refer  to  freights  or  commissions.  These  it  is 
more  convenient  to  treat  as  payment,  not  for  exported  capital,  but  exported 
services.  Tney  should  be  classed  with  the  payments  for  ordinary  material  exports, 
such  as  textiles  or  hardwares.  At  present  we  are  concerned  with  the  interest  on 
foreign  loans,  and  the  profits  on  commercial  undertakings  abroad,  paid  to  persons 
inhabiting  this  country. 
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happen  the  fiscal  arrangements  of  Belgium  will  have  destroyed  some 
invested  British  capital  and  some  acquired  British  skill ; will  have 
directly  injured  the  British  workman  and  the  Belgian  consumer ; will 
have  directly  benefited  the  British  consumer ; will  have  directly  benefited 
the  Belgian  workmen  and  the  English  capitalist  engaged  in  the  Belgian 
industry ; will  have  (if  the  capitalist  continues  to  spend  his  profits  at 
home)  indirectly  benefited  England  by  increasing  her  foreign  revenue ; 
and  will  have  indirectly  injured  her  industries  by  giving  them  a 
subsidised  rival.  Without  attempting  to  set  out  these  various  losses 
and  gains  in  a national  balance-sheet  (which  would,  of  course,  show 
different  results  for  each  concrete  case),  it  is,  I think,  plain  that  foreign 
investments  of  this  description  are  by  no  means  the  unmixed  benefit 
which  some  people  appear  to  suppose. 

29.  We  may,  however,  reasonably  hope  that  the  great  bulk  of  our 
investments  abroad  are  not  of  this  character ; but  have  been  on  the 
whole  of  advantage  both  to  foreigners  and  to  ourselves.  It  must  not, 
however,  be  forgotten  that  the  magnitude  of  these  investments  is  due 
rather  to  the  fact  that  we  were  first  in  the  industrial  field,  than  to 
the  intrinsic  merit  of  our  fiscal  system.  Not  every  country  which 
adopts  free  trade  is  destined  to  possess  a large  surplus  of  available 
capital,  nor  even  to  retain  at  home  all  the  capital  it  requires  for 
domestic  use. 

VIII. 

30.  The  second  advantage  which  the  actual  Great  Britain  possesses 
over  its  hypothetical  counterpart  is  to  be  found  in  the  large  portion  of 
the  earth’s  surface  where  protective  tariffs  are  still,  to  all  intents  and 
purposes,  unknown.  These  free  trade  areas  consist  either  of  countries 
which  are  protective  in  theory  but  not  in  practice,  where  the  absence 
of  manufactures  makes  importation  an  imperative  though  unwelcome 
need  {e.g,,  the  States  of  South  America  and  the  small  non-manufactur- 
ing States  of  Europe) ; or  of  countries  whose  tariff  systems  have, 
through  historical  circumstances,  become  more  or  less  subject  to  inter- 
national control  ( e.g .,  Turkey  and  China) ; or  of  the  Dependencies, 
Crown  Colonies,  and  Protectorates  of  the  British  Empire. 

31.  Of  the  first  it  need  only  be  said  that  so  far  they  add  to  the 
neutral  markets  of  the  world  not  because  they  will,  but  because  they 
must.  They  are  not  converts  to  the  cult  of  free  trade,  though  under 
the  stress  of  necessity  they  obey  its  precepts.  It  rests  not  with  us, 
but  with  circumstances  depending  upon  the  general  movement  of 
industry,  and  the  character  of  their  own  internal  resources,  to  deter- 
mine how  long  they  will  thus  remain  fiscally  “ orthodox  ” against  their 
wishes. 

32.  Our  position  in  respect  to  the  second  and  third  class  is  very 
different.  Here,  it  is  neither  the  compulsion  of  economic  need,  nor  the 
persuasive  force  of  economic  argument,  which  enables  us  to  retain  open 
markets  for  our  manufactures.  It  is  in  the  last  resort  on  military 
power  that  our  diplomatic  rights  in  some  of  these  regions,  and  our 
territorial  rights  in  others,  essentially  depend.  Without  it  they  would 
ultimately  lapse ; and  sooner  or  later  these  areas  would  become  absorbed 
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by  one  or  other  of  the  great  protective  powers,  and  their  markets  be 
lost  to  us  for  ever.  When  we  reflect  how  necessary  these  are  to  the  full 
success  of  insular  free  trade,  and  remember  how  in  many  cases  they 
have  been  originally  won,  and  how  in  all  cases  they  are  now  maintained, 
I marvel  that  small  armaments,  small  responsibilities,  a small  empire, 
and  a large  external  trade  should  ever  have  been  considered  as  harmo- 
nious elements  in  one  political  ideal. 

33.  If  we  look  to  the  future  of  these  various  classes  of  non-protective 
areas  there  seems  no  probability  of  their  increase;  while  industrial 
changes,  political  accidents,  and  international  complications  may  at  any 
time  diminish  them.  The  agricultural  states  who,  if  they  had  any 
manufactures  to  protect,  would  hasten  to  protect  them,  may  in  process 
of  time  become  “ industrialised.”  The  expansion  of  the  Empire  has, 
broadly  speaking,  reached  its  limits.  The  countries  whose  markets  are, 
by  diplomatic  arrangement,  equally  open  to  all  the  world,  may,  in  whole 
or  in  part,  fall  under  the  control  of  some  predominant  protectionist 
Power.  In  many  directions,  therefore,  there  is  a possibility  of  losing 
free  trade  territories.  In  none  does  there  seem  any  probability  of 
gaining  them;  and  it  is  therefore  to  the  development  of  their  wealth, 
not  the  increase  of  their  size,  that  we  must  look  for  any  improvement 
in  the  opportunities  they  offer  to  our  enterprise. 


IX. 

34.  The  third  reason  which  prevents  Britain  from  suffering  the 
full  penalty  which  might  and  would  befall  a free  trade  community 
in  a completely  protectionist  world  is  that  tariffs,  even  in  the 
most  protectionist  countries,  are  not  absolutely  exclusive.  In  some 
of  those  countries,  and  for  some  of  our  main  industries,  indeed, 
no  loophole  is  permitted.  Yet  on  the  whole  there  is  a large  import 
into  the  protected  area  of  the  commercial  world ; protectionist 
nations  and  protectionist  colonies  are  still  our  most  important 
customers. 

35.  In  order,  however,  to  form  an  exact  estimate  of  our  industrial 
relation  to  those  communities,  we  have  to  consider  not  merely  what  is, 
but  what  is  to  be.  The  tendency  of  trade,  not  its  momentary  position, 
is  what  chiefly  concerns  us.  And  this  gives  food  for  thought. 

36.  It  is,  I think,  clear  that  our  export  trade,  which  should,  other 
things  remaining  the  same,  have  grown  with  our  growth  and  with  the 
yet  more  rapid  growth  of  some  of  our  customers,  has,  in  fact,  done 
neither  one  nor  the  other.  Absolutely  it  may  have  increased,  but  its 
rate  of  increase  has  on  the  whole  seriously  diminished  ; in  some 
important  departments  no  increase  is  perceptible,  in  others  there  are 
symptoms  of  decay. 

37.  The  cause  of  this  is  commonly  set  down  to  the  u industrialisa- 
tion ” of  the  world.  How,  it  is  asked,  can  we  expect  to  provide  foreign 
nations  with  ever-increasing  quantities  of  our  manufactures,  since  they 
have  learned,  at  our  feet,  so  amply  to  provide  for  themselves  ? Britain 
had  formerly  an  undisputed  primacy  in  the  industrial  world  ; she  has  it 
no  longer  ; she  could  not  hope  to  have  it.  But,  after  all,  the  roots  of 
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this  great  change  lie  deep  in  the  nature  of  things ; why  complain  of  the 
inevitable  ? 

38.  But  this  argument  is  wide  of  the  mark.  No  complaint  is  made 
of  the  relative  growth  in  wealth,  population,  and  prosperity  of  other 
nations.  This  ought,  on  the  contrary,  to  be  a matter  of  rejoicing.  We 
might  expect  * on  the  free  trade  theory  to  gain,  not  to  lose  by  it.  It 
should  increase,  not  diminish,  the  rate  at  which  we  get  richer ; and  the 
tide  of  international  commerce  ought  to  how,  not  merely  without 
slackening,  but  in  a volume  proportionate  to  the  growing  numbers  and 
wealth  of  the  different  populations  to  which  it  ministers. 

If  neither  this  nor  anything  like  this  is  happening,  it  is  not  simply 
because  “ in  the  nature  of  things  ” and  by  the  operation  of  some  inevit- 
able law  it  is  impossible,  but  because  it  has  been  made  impossible  by 
the  operation  of  hostile  tariffs.f  National  industries  have  not  been 
allowed  to  become  mutually  supplementary ; they  have  been  compelled 
to  become  mutually  exclusive.  Fiscal  contrivances  have  forced  them 
out  of  co-operative  into  competitive  channels.! 

39.  That  this  is  the  true  theory,  on  ordinary  free  trade  principles,  of 
what  is  now  taking  place,  it  seems  to  me  impossible  to  deny.  But 
there  are  two  circumstances  accompanying  the  diminishing  rate  of 
increase  in  our  export  trade  by  which  some  observers  are  greatly 
consoled. 

They  say,  in  the  first "place,  that  if  we  are  losing  our  predominance  in 
foreign  markets,  the  home  market  is  making  corresponding  gains. 
They  say,  in  the  second  place,  that  if  our  staple  industries  are  stationary 
or  retrograde,  this  is  more  than  made  up  for  by  the  variety  of  goods 
we  now  manufacture  for  the  foreign  consumer.  From  neither  circum- 
stance can  I derive  much  satisfaction.  These  are  precisely  the  signs 
which  would  accompany  the  struggle  of  a free  trade  country  so  to 
modify  its  industries  as  to  pierce  the  barrier  of  foreign  tariffs.  They 
are  presumably,  therefore,  in  part  the  consequences  of  protection.  If 
so,  the  industrial  changes  in  which  they  consist  must  surely  involve  an 
economic  loss.  It  would  be  impossible  to  hold  a version  of  the  free 
trade  theory  so  perverse  as  one  which  assumed  that  while  any  artificial 
diversion  of  industry  due  to  home  protection  must  necessarily  be  per- 
nicious, the  foreign  protectionist  accidentally  confers  upon  us  a benefit 
which  we  cannot  confer  upon  ourselves ! 

X. 

40.  A closer  examination  of  the  details  of  our  export  returns  in  no 
way  allays  the  anxiety  which  theoretical  considerations  thus  suggest. 

* Though  not  with  absolute  certainty. 

f The  Board  of  Trade  estimate  the  ad  valorem  equivalent  of  the  duties  levied  on 
our  principal  exports  (i.e,9  the  result  of  applying  the  tariff  of  each  country  in 
turn  to  the  exports  of  British  manufactures  to  all  destinations)  to  be — in  the  case 
of  Russia,  131  per  cent.  ; of  the  U.S.A.,  73  per  cent.  ; of  AUstria-Hungary,  35  per 
cent.  ; of  France,  34  per  cent.  ; of  Italy,  27  per  cent.  ; of  Germany,  25  per  cent. ; 
of  Canada,  16  per  cent.  ; of  Belgium,  13  per  cent.  ; of  New  Zealand,  9 per  cent.  ; 
of  Australia,  6 per  cent.  ; of  the  South  African  Customs  Union,  6 per  cent. 

f 1 do  not,  of  course,  mean  that  under  a system  of  international  free  trade 
there  would  have  been  no  competition  between  industrial  nations ; but  only  that 
there  would  fi^-ve  bpep  much  less  competition  and  much  mote  co- operation 
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I!  we  exclude  coal  from  the  sum  of  our  exports, — still  more  if  we  also 
exclude  machinery, — there  are  warnings  not  only  of  a diminution 
relative  to  population,  but  of  a diminution  absolute. 

Now  what  moral,  if  any,  is  to  be  drawn  from  this  result  ? 

I do  not  press  the  consideration  that  by  exporting  coal  we  are  lessen- 
ing our  national  assets — though  this  is  both  true  and  important.  Nor 
yet  do  I think  much  illumination  is  thrown  upon  the  subject  by  de- 
scribing coal  as  “ raw  material This  is  a phrase  which  easily  lends 
itself  to  misconstruction ; and  if  by  raw  material  is  meant  material 
whose  value  is  not  due  in  any  considerable  measure  to  the  expenditure 
of  capital  and  labour,  then  coal  is  not  raw  material  at  all.  Much  labour 
and  much  capital  has  to  be  expended  before  what  is  stored  in  the  seam 
becomes  fit  for  the  furnace. 

41.  It  is  not  these  considerations  which  make  it  desirable,  in  con- 
sidering the  condition  of  our  export  trade,  to  put  coal,  machinery,  and 
ships  in  a class  by  themselves.  The  true  ground  of  the  distinction  is 
to  be  found  in  the  fact  that  these  commodities  foster  in  an  especial 
degree  the  competition  of  foreign  protected  manufactures.  Though 
they  may  swell  our  exports  now,  they  must  therefore  tend  to  diminish 
them  hereafter ; and  we  can  hardly  regard  the  very  same  phenomenon 
as  at  once  an  indication  of  prosperity  and  a cause  of  decline. 

42.  But  why  (it  may  be  asked)  is  the  export  of  coal  and  machinery 
more  pernicious  to  the  future  of  free  trade  than  that  of  other  British 
articles  used  abroad,  either  as  instruments  or  materials  in  the  production 
of  tariff-protected  goods  ? 

43.  In  truth  it  is  a matter  of  degree.  And  it  may  readily  be 
admitted  that  in  most  cases  foreign  protection  is  but  little  assisted  by 
these  contributory  exports.  If  we  did  not  provide  them  others  would, 
and  almost  as  cheaply.  They  constitute,  therefore,  rather  a symptom 
of  the  disease  than  an  aggravation  of  it.  Indeed,  from  one  point  of 
view  the  more  we  export  the  constituent  elements  of  the  protected 
manufacture,  the  less  its  protection  injures  us.  If  we  imagine  an 
extreme  case  in  which  all  the  constituent  elements  were  exported, 
and  nothing  was  left  to  the  protectionist  country  but  to  fit  them 
together,  it  is  manifest  that  protection  would  be  little  more  than  a 
name. 

When,  however,  our  exports  are  of  articles  in  the  production  of 
which  we  hold  a privileged  position,  when  they  are  necessary  to  the 
foreign  protected  manufacturer,  and  when  their  value  is  small  compared 
with  the  total  value  of  the  final  result  to  which  they  contribute,  the 
case  is  different.  Such  exports  do  more  than  mark  the  development  of 
protective  tariffs ; they  add  to  their  effect.  And  therefore  it  is  that 
we  may,  or  rather  must,  look  otherwise  upon  coal  and  machinery  than 
we  do  upon  the  manufactured  and  half-manufactured  goods  which  con- 
stitute the  rest  of  our  outward-bound  trade. 

XI. 

44.  If,  then,  an  examination  of  the  quantity  and  character  of  our 
exports  to  tariff-protected  countries  confirm  the  unsatisfactory  conclusion 
vvhieh  theory  independently  suggests,  we  have  to  ask  ourselves  whethep 
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there  is  reason  to  anticipate  any  improvement  in  the  future.  Are  we 
to  be  permitted  to  take  our  fair  share  in  the  growing  industrial  labours 
of  the  world,  and  to  reap  our  fair  share  of  their  reward  ; or  is  our 
position  going  to  worsen  relatively  to  that  of  other  nations,  or  even  to 
worsen  absolutely  ? 

45.  I see  no  satisfactory  symptoms.  The  highly  developed  industrial 
countries,  like  Germany,  America,  and  France,  give  no  &ign  of  any 
wish  to  relax  their  protectionist  system.  The  less  developed  protec- 
tionist communities,  like  Russia  and  some  of  our  self-governing  colonies, 
are  busily  occupied  in  building  up  protected  interests  within  their 
borders — a process  which  is  doubtless  costly  to  them,  but  is  not  on 
that  account  the  less  injurious  to  us. 

46.  Nor  has  it,  I think,  been  sufficiently  noted  that  the  injury  in 
these  cases  is,  or  tends  to  become,  a double  one.  The  effect  of  any 
artificial  stimulus  to  manufacturers  in  a country  like  the  United  States 
of  America,  or  Russia,  or  Canada,  is  to  ante-date  the  period  when  their 
food-supplies  will  be  required  for  internal  consumption.  Protection 
of  manufactures  diverts  the  supply  of  capital  and  labour  from  agri- 
culture to  manufactures.  It  diminishes  the  relative  number  of  those 
who  grow  corn,  and  increases  the  relative  number  qf  those  who  eat  it 
without  growing  it.  To  us,  who  not  only  wish  to  export  manufactures 
but  to  import  food  or  (if  you  prefer  it)  who  have  to  export  manu- 
factures largely  because  we  have  to  import  food,  this  may  become  a 
serious  matter ; and  in  the  interests  of  cheap  bread,  it  is  eminently 
desirable  that  the  produce  of  the  wheat-growing  areas  available  for 
exportation  should  be  kept  at  the  highest  possible  level. 

XII. 


47.  So  far  I have  only  dealt  with  the  injury  inflicted  on  a free  trade 
country  by  protectionist  neighbours  through  the  restriction  of  markets, 
the  consequent  loss  of  some  of  the  capital  and  skill  by  which  those 
markets  were  formerly  supplied,  and  the  diversion  of  industry  into 
presumably  less  profitable  channels.  There  is,  however,  another  kind 
of  injury  which  tariffs,  working  in  alliance  with  modern  methods  of 
trade  combination,  may  inflict  upon  national  enterprise,  on  which  some- 
thing still  requires  to  be  said. 

48.  In  the  popular  presentation  of  the  free  trade  case,  it  is  usually 
argued  that  howsoever  differential  tariffs  may  foster  the  production  of 
any  articles  intended  for  domestic  consumption,  the  country  imposing 
them  cripples  its  power  of  competing,  with  that  article,  in  outside 
markets.  Clearly  the  manufacturer  in  the  protectionist  country  (so 
runs  the  argument)  can  have  no  advantages  apart  from  tariffs  for  the 
production  for  the  home  market  of  the  protected  article,  otherwise 
protection  would  have  been  superfluous.  His  position,  therefore,  in  the 
neutral  markets  would  in  any  case  be  worse  than  that  of  the  rival 
against  whom  he  is  protected.  But  it  is  still  further  worsened  by  the 
general  operation  of  protection  which  raises  the  cost  of  living  and 
therefore,  it  is  urged,  of  production,  in  the  protectionist  country.  From 
this  it  seemingly  follows  that  the  free  trade  manufacturer  must  always 
have  a double  advantage — one  natural  and  one  artificial — over  his 
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protected  rival ; so  that  his  predominance  is  fully  secured  in  neutral 
markets,  and  ct  fortiori  in  his  own. 

49.  The  argument  is  good  as  far  as  it  goes,  but  it  omits  (among 
many  other  things)  to  notice  the  indirect  effect  of  a contrivance  which 
has  only  recently  been  adopted  on  any  considerable  scale. 

Put  shortly,  the  contrivance  is  this  : In  a country  where  protective 
duties  render  outside  interference  in  some  industry  (say  steel)  exceed- 
ingly difficult,  the  steel  manufacturers  combine  to  fix  the  home  price 
at  a level,  which  may  vary  from  time  to  time,  but  is  always  well  above 
the  cost  of  production.  So  far  the  case  does  not  differ  from  any  other 
trade  combination  to  raise  prices,  and  protection  only  facilitates  the 
operation  by  limiting  to  a single  country  the  number  of  persons  whose 
consent  is  necessary  to  make  the  combination  effective. 

Its  further  effects,  those  with  which  we  are  here  alone  concerned, 
show  themselves  only  when  the  combination  make  the  export  of  their 
protected  manufactures  play  into  their  general  scheme  of  profit-making. 

50.  Now  there  are  three  things  which  it  is  peculiarly  difficult  for  a 
manufacturer  or  combination  of  manufacturers  to  do,  and  at  the  same 
time  peculiarly  desirable. 

The  fifst  is  to  run  their  works  evenly — that  is  to  say,  without  undue 
pressure  at  one  period,  without  dismissing  workmen  and  leaving  plant 
unused  at  another. 

The  second  is  to  design  their  works  on  the  scale  which  shall  se- 
cure the  greatest  economy  of  production — which,  in  the  language  of 
political  economy,  shall  take  the  utmost  advantage  of  the  “law  of 
increasing  returns.” 

The  third  is  to  secure  a footing  in  foreign  markets  which  are  already 
occupied. 

51.  Now,  in  the  attainment  of  all  these  objects,  any  manufacturer  or 
combination  of  manufacturers,  who  have,  with  the  help  of  protection, 
obtained  a command  of  their  home  market,  are  at  an  immense  advantage 
compared  with  their  rivals  in  a free  trade  country. 

The  unprotected  manufacturer  is  compelled  either  to  restrict  his 
plant  to  a point  well  within  what  may  sometimes  be  required  of  it,  or, 
in  ordinary  times,  to  leave  it  partially  idle.  Even  a small  excess  of 
supply  may  lower  the  price  of  his  goods  out  of  all  proportion  ; and  if  it 
does,  he  not  only  loses  heavily  in  respect  to  this  small  margin  of  over- 
production, but  in  respect  of  his  whole  output. 

Now,  there  is  no  reason  to  expect  that  the  plant  erected  to  meet  an 
average  demand  would  reach  the  exact  size  most  conducive  to  economy 
of  manufacture.  Should  it  prove  to  do  so  it  could  only  be  by  accident. 
Neither  is  it  practicable  to  arrange  that,  the  plant  shall  always  be  kept 
working  full  time.  If  it  is,  there  must  evidently  be  recurrent  periods 
during  which  over-production,  with  the  consequent  evils  just  described, 
must  inevitably  take  place. 

52.  Such  is  the  ordinary  position  of  the  manufacturer  under  free 
trade.  Compare  with  it  the  position  of  his  protected  rival,  who  con- 
trols his  home  markets.  To  him  the  dangers  of  over-production  appear 
in  their  most  benignant  form.  If  the  home  demand  slackens,  compel- 
ling him,  if  he  desires  to  maintain  prices,  to  limit  home  supply,  he  has 
a way  of  escape  not  open  to  his  less-favoured  brother.  Instead  of 
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closing  works,  dismissing  hands,  and  running  machinery  on  half/time, 
he  may  hope  that  the  markets  benevolently  opened  to  him  \fy  free 
trade  countries  may  enable  him  to  dispose  of  his  surplus  ab/oad,  at 
prices  no  doubt  lower,  often  very  much  lower,  than  the  pric^fs  which 
his  quasi-monopoly  enables  him  to  obtain  at  home,  but  it  prices 
which  nevertheless  make  the  double  transaction,  domestic  ana  foreign, 
remunerative  as  a whole. 

53.  Why,  it  may  be  asked,  is  no  similar  policy  open  to  the  manufac- 
turer in  a free  trade  country  ? Because  free  trade  makes  it/difficult  for 
him  to  obtain  control  of  his  home  markets  ; and  because,  unless  he  has 
this  control,  it  is  difficult  for  him  to  fix  two  prices,  a low  foreign  and  a 
high  domestic  one.  If  he  attempts  it  he  will  be  undersold  in  the  home 
market  by  his  rivals,  or  even,  if  the  divergence  of  price  exceed  the 
double  cost  of  carriage,  by  himself ! His  own  goods  will  be  re-imported. 
He  will  become  his  own  most  dangerous  competitor ! * 

It  is  worthy  of  note  that  in  theory  it  is  not  only  pbssible  that  the 
foreign  prices  charged  by  the  quasi-monopolisr  should  pe  less  than  the 
home  prices,  but  even  that  they  should  be  less  than  the  cost  of  produc- 
tion. And  it  has  often  been  so  in  practice.  Foreign  steel,  for  instance, 
has  been  sold  in  this  country  at  a price  for  which  no  English  manufac- 
turer could  produce  it — or  foreign  manufacturer  either,  without  the 
double  aid  of  combination  and  protection. 

54.  But  why  (it  may  be  asked)  should  any  freef  trader  object  to 
such  a proceeding?  After  all  what  it  comes  to  isf  that  the  foreign 
consumer  is  amiable  enough  to  make  a handsome  present  to  the  British 
consumer  and  sometimes  to  the  British  manufacturer.  Why  should 
either  the  British  consumer  or  the  British  manufacturer  reject  it  ? I 
was  told  the  other  day  of  a shipbuilder  who  was  able  to  obtain  contracts 
solely  because  he  had  secured  a consignment  of  Gerinan  steel  at  a price 
lower  than  it  could  possibly  have  cost  either  to  a British  or  a German 
ironmaster.  Why  should  we  refuse  to  our  shipping  trade  a bounty 
which  the  Germans  are  so  generously  anxious  to  confer  ? 

55.  The  question  is  a pertinent  one ; yet  I think  the  answer  is  con- 
clusive. There  is  a utilitarian  objection,  as  well  as  a sentimental  one, 
to  a form  of  competition  which  most  persons  would  Instinctively  regard 
as  unfair. 

In  the  first  place  it  disorganises  industry.  The  manufacturing 
capitalist  when  investing  his  money  in  costly  plant,  has,  in  any  case, 
many  risks  to  run — new  discoveries,  new  inventions,  new  fashions. 
Add  to  these  his  loss,  actual  or  anticipated,  through  the  operation  of 
foreign  protection,  and  his  burden  becomes  insensibly  increased.  But 
add  yet  again  the  further  uncertainty  and  the  further  loss  due  to  the 
system  I have  just  been  describing,  and  he  is  overweighted  indeed. 
Will  the  hostile  combination  keep  together  long  enough  to  ruin  him  ? 
Can  his  credit  stand  the  strain  ? Is  it  worth  while  Holding  on  in  the 
face  of  certain  loss  and  possible  ruin  ? These  are  questions  which  the 


* There  are,  indeed,  exceptional  cases  where,  even  in  a free  trade  country,  a 
monopoly  can  be  established  and  where  no  re- importation  is  possible — certain 
shipping  combinations  provide  a concrete  illustration  fiere  no  distinction  can 
drawn  between  free  trade  and  protection. 
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leaders  of  the  threatened  industry  cannot  but  ask.  And  surely  the 
mere  fact  that  they  have  to  be  asked  must  shatter  that  buoyant  energy 
which  is  the  very  soul  of  successful  enterprise. 

56.  This  is  serious ; but  this  is  not  all.  The  “ unprotected  ” manu- 
facturer is  not  only  attacked  at  home  but  abroad.  He,  perhaps, 
possesses  what  be  described  as  the  “good  will”  of  some  neutral  market. 
He  has,  in  other  words,  a clientele  whom  he  has  served  well,  and  who, 
under  ordinary  conditions  of  trade,  would  never  have  deserted  him. 
Suddenly,  under  the  trust  system,  through  no  fault  of  his  own,  nor 
through  any  shortcoming  of  his  staff  or  plant,  he  finds  himself  under- 
sold. It  is  true  that  the  power  of  underselling  will  last  no  longer  than 
the  ring  whose  monopoly  has  made  it  possible.  It  is  also  true  that  in 
some  trades,  though  only  in  some,  there  is  nothing  so  evanescent  as 
these  commercial  conspiracies.  Yet,  however  short-lived  they  may  be, 
they  have  probably  lasted  long  enough  to  destroy  a valuable  asset ; and 
if  his  business  survives  at  all,  it  will  only  be  by  slow  and  laborious  stages 
that  it  can  reconquer  territory  reft  from  it  in  a day  by  a tariff-protected 
combination. 

XIII. 

57.  I have  now  said  enough  to  indicate  the  grounds  of  my  difference 
with  our  commercial  optimists.  At  first  sight  their  case  seems  a good 
one.  Judged  by  all  available  tests,  both  the  total  wealth  and  the 
diffused  well-being  of  the  country  are  greater  than  they  have  ever  been. 
We  are  not  only  rich  and  prosperous  in  appearance,  but  also,  I believe, 
in  reality.  I can  find  no  evidence  that  we  are  “ living  on  our  capital,” 
though  in  some  respects  we  may  be  investing  it  badly.  Why  then,  it  is 
asked,  do  we  trouble  ourselves  to  disturb  a system  which  ha3  been  so 
fruitful  in  happy  rssults? 

58.  I will  not  take  up  the  barren  challenge  contained  in  the  last 
phrase,  or  add  to  the  profitless  and  inconclusive  dispute  as  to  whether 
the  growth  in  our  prosperity  is  due  to  a good  financial  system,  and  the 
still  greater  growth  in  the  recent  prosperity  of  some  other  nation  has 
been  reached  in  spite  of  a bad  one.  The  point  to  which  I desire  to 
direct  attention  is  a differ  ent  one.  I ask  the  optimists  to  study  tenden- 
cies— the  dynamics  not  the  statics  of  trade  and  manufactures.  The 
ocean  we  are  navigating  is  smooth  enough,  but  where  are  we  being 
driven  by  its  tides  ? Does  either  theory  or  experience  provide  any  con- 
solatory answer  to  this  question?  Consider  some  of  the  points  on 
which  I have  commented  in  these  notes;  the  injury  which  foreign  pro- 
tection is  calculated  to  inflict  on  a free  trade  country ; its  need  for 
open  markets ; the  threatened  contraction  of  existing  free  trade  areas ; 
the  increasing  severity  of  tariffs  in  protectionist  areas ; the  building  up 
of  vested  protected  interests  in  new  countries,  which  may  be  discouraged 
now,  but  not  hereafter  ; the  effect  of  this  protection  on  our  future  corn 
supply ; the  uncertainty  and  loss  which  tariff-protected  trusts  are  in- 
flicting, and  may  hereafter  inflict,  upon  British  capital  invested  in 
Britain. 

59.  One  and  all  of  these  evils,  actual  and  prospective,  are  due  to 
protection.  The  man  who  says  that  their  cumulative  effect  is  so  small 
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as  to  be  negligible,  can  hardly  describe  himself  as  a “ free  trader  ” — at 
least  he  can  attach  but  a very  sihall  value  to  free  trade.  The  ma^  who, 
admitting  their  reality,  does  not  anticipate  their  increase  has  (it  seems 
to  me)  not  learned  the  lesson  which  theory  and  experience  agree  in 
teaching.  The  man  who  admits  their  present  reality  and  the  probability 
of  their  increase,  and  yet  is  too  contentedly  prosperous  even  to  consider 
whether  any  mitigation  is  practicable,  appears  little  short  of  reckless. 

XIY.  I 

.60.  I cannot  accept  any  of  these  positions.  It  seems  to  tie  clear  that 
we  are  bound  to  seek  for  some  mitigation ; and  that  only  An  one  direc- 
tion can  we  hope  to  find  it.  7 

The  source  of  all  the  difficulty  being  protective  tariffs  imposed  by 
fiscally  independent  communities,  it  is  plain  that  we  ban  secure  no 
concession  in  the  direction  of  a freer  exchange,  except  py  negotiation, 
and  that  our  negotiators  can  but  appeal  to  self-interest' or,  in  the  case 
of  our  colonies,  to  self-interest  and  sentiment  combined. 

Now,  on  the  free  trade  theory  self-interest  should /have  prevented 
these  tariffs  being  originally  imposed.  But  it  did  not  ;iand  if  argument 
tailed  before  powerful  vested  interests  were  created,  it)  is  hardly  likely 
to  be  effective  now. 

The  only  alternative  is  to  do  to  foreign  nations  what  they  always  do 
to  each  other,  and  instead  of  appealing  to  economic  /theories  in  which 
they  wholly  disbelieve,  to  use  fiscal  inducements  whidh  they  thoroughly 
understand.  We,  and  we  alone,  among  the  nations  are  unable  to 
employ  this  means  of  persuasion,  not  because  in  our)  hands  it  need  be 
ineffectual,  but  because  in  obedience  to  “principle  ” we  have  deliberately 
thrown  it  away. 

61.  The  “principle”  to  which  we  pay  this  strfngely  incongruous 
tribute  is,  of  course,  the  principle  of  “ free  trade.”  (But  what  a curious 
view  of  free  trade  it  implies;  The  object  which  thesk  fiscal  inducements 
are  intended  to  attain  is  increased  free  trade  and  nothing  else;  yet 
simply  because  the  “fiscal  inducement”  may,  if  it  Jails  of  its  effect  but 
not  otherwise,  involve  duties  not  required  for  reveiue  purposes,  or  in 
certain  cases  even  carry  with  it  some  element  of  protection  to  home 
industries,  we  are  to  turn  away  from  it  as  from  an  accursed  thing. 

62.  This  seems  to  me,  and  has  always  seemed  to  me,  extraordinarily 
foolish.  It  is  certainly  quite  inconsistent  with  rational  free  trade. 
There  is  one,  and  only  one,  standard  by  which  we  cin  measure  the  free 
trade  merits  of  any  policy,  and  that  is  the  degree  to|  which  it  promotes 
free  trade.  This,  to  be  sure,  is  as  near  a tautology  ad  anything  well  can 
be,  yet  seemingly  there  are  free  traders  to  whom  itj  presents  itself  as 
heresy,  if  not  as  paradox.  They  regard  the  maxim  ‘ I thou  shalt  not  tax 
except  for  revenue  ” not  as  the  concise  description  of  a fiscal  ideal,  but 
as  a moral  imperative  of  binding  force.  1 u their  judgment  it  admits  of 
no  qualification  or  exception.  It  is,  in  school  jargons  “ universal  ” and 
“ necessary,”  and  could  you  prove  to  them  that  by  risking  the  imposition 
of  the  most  trifling  protective  tariff  at  home,  it  was  possible  to  secure 
the  greatest  relaxation  of  protective  tariffs  abroad,  Ithey  would  only 
answer  that  we  must  not  do  evil  that  good  may  come  it ! 
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6S,  This  attitude  of  mind  seems  to  be  absurd.  I hold  myself  to  be 
in  harmony  with  the  true  spirit  of  free  trade  when  I plead  for 
freedom  to  negotiate  that  freedom  of  exchange  may  be  increased. 
This  freedom  to  negotiate,  like  all  other  freedoms,  may  of  course  be 
abused.  But  are  we  therefore  in  a mood  of  irrational  modesty  to  declare 
ourselves  unfitted  to  enjoy  it  ? I think  myself  that  it  ought  not  to  be 
difficult  to  devise  a method  of  turning  it  to  most  useful  account* 
But  were  I proved  to  be  wrong,  my  opinion  on  the  fundamental 
question  would  remain  unchanged.  Where  we  fail  others  may  succeed. 
It  cannot  bo  right  for  a country  with  free  trade  ideals  to  enter  into 
competition  with  protectionist  rivals,  self -deprived  of  the  only  instru- 
ment by  which  their  policy  can  conceivably  be  modified.  The  first  and 
most  essential  object  of  our  national  efforts  should  be  to  get  rid  of 
the  bonds  in  which  we  have  gratuitously  entangled  ourselves.  The 
precise  manner  in  which  we  should  use  our  regained  liberty  is  an 
important,  yet  if  ter  all  only  a secondary  issue.  What  is  fundamental 
is  that  our  libeity  should  be  regained. 
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EXPORTS  TO  PROTECTED  AND  UNPROTECTED  MARKETS 
OF  ALL  ARTICLES  OF  BRITISH  PRODUCTION,/ 
EXCEPT  COAL,  MACHINERY,  AND  SHIPS.  7 
I / 


Year. 

All 

Countries. 

Principal 

Protected 

Foreign 

Countries. 

Principal 
Protected 
Colonies 
(Victoria  & 
Canada). 

All  other 
Countries 
and 

Colonies. 

/ India. 

Value.  / 

1880 

1890 

1900 

1902 

Thousand  £. 
205,423 
228,100 
224,364 
231,216 

Thousand  £. 
87,124 
89,416 
80,906 
76,667 

Thousand  £. 
11,498 
13,497 
12,879 
14,859 

Thousai 

106,S 

125,1 

130,* 

189,f 

id  d 
m 
.87 
>7* 

Thousand  £. 
29,278 
31,349 
27,784 
29,742 

Percentage  Distribution. 

1880 

1890 

1900 

1902 

Per  Cent. 
100*0 
100*0 
100*0 
100*0 

Per  Cent. 
42*4 
39*2 
36*1 
33*2 

Per  Cent. 
5-6 
5-9 

5- 7 

6- 4 

Per  C 
52* 
54* 
58 
60 

ekt 

2 

4 

Per  Cent. 
14*3 
13*7 
12*4 
12*9 

ii 

Year. 

Value  of 

Exports  of  British 
Produce  except  Coal, 
Machinery,  and  Ships. 

Dit 

I 

io  per  head  of 
)opulation. 

1881 

1886 

1891 

1896 

1901 

Thousand  £. 
215,277 
193,186 
213,270 
208,931 
222,726 

£. 
6- 2 
53 
5-6 
5-3 
3-4 

Note. — The  years  selected  are  those  for  which1  the  decennial 
census  is  in  each  case  first  available,  and  the  years  falling  midway 
between  them.  \ 
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Me.  Balfour,  who,  on  rising  to  speak,  was  received  with  great  enthu- 
siasm, said  . — My  Lord  Derby,  Ladies  and  Gentlemen, — I mean  to  talk 
to  you  to-night  upon  one  subject,  and  one  subject  alone,  not  because 
there  are  not  many  other  topics  of  deep  interest  to  this  nation  on  which 
I should  like  to  address  you,  but  because  I am  well  aware  that  you  first 
want  to  hear  what  I have  to  say  upon  the  subject  of  tariff  reform  (hear, 
hear),  and  that,  if  that  subject  is  to  be  dealt  with  at  all,  it  had  better 
not  be  limited  by  the  introduction  of  other  and  alien  themes.  Now, 
this  is  not  a new  subject.  It  is  not  a new  subject  in  this  hall ; it  is  not 
a new  subject  to  the  National  Union  of  Conservative  Associations.  On 
the  contrary,  all  who  will  look  back  over  the  records  of  this  great  Asso- 
ciation, drawn  as  it  is  from,  every  part  of  England,  may  convince  them- 
selves that  the  subject  of  tariff  reform  has  been  never  absent,  or  but 
rarely  absent,  from  your  deliberations,  and  that  there  have  ever  been 
a great  variety  of  opinions  held  upon  it  within  the  limits  of  one  united 
party.  Well,  what  is  it,  ladies  and  gentlemen,  which  has  suddenly 
brought  this  topic  so  often  before  you  on  previous  occasions  into  that 
position  of  exceptional  prominence  which  it  now  for  the  first  time 
holds  ? There  are  those  who  would  attribute  this  new  importance  to  a 
great  speech  delivered  by  a great  man  (loud  cheers)  in  the  month,  I 
think  it  was,  of  Nay  last.  But,  after  all,  it  was  not  in  May  last 
that  Mr.  Chamberkin  (cheers)  first  uttered  the  sentiments  which  he 
expressed  with  such  burning  eloquence,  and  something  more  is  required 
to  account  for  a phenomenon  unparalleled  in  the  political  experience  of 
any  man  whom  I am  now  addressing.  What,  then,  is  the  reason  why 
tariff  reform  has  come  so  much  to  the  front  ? I attribute  it  to  more 
than  one  cause.  In  the  first  place,  remember  that  the  late  war  has 
brought  us  into  closer  and  more  conscious  touch  with  the  great  Colonial 
Empire  (cheers)  of  which  this  country  is  the  centre.  Bemember,  also,  that 
the  Prime  Ministers  and  representatives  of  those  Colonies  brought  before 
this  country  and  the  Empire  in  the  most  categorical  and  explicit  terms 
the  question  of  tariff  reform  in  connection  with  our  Colonial  Empire, 
and  remember,  lastly,  that  there  has  been  for  some  time  past — long, 
indeed,  before  the  recent  development  of  this  tariff  controversy — there 
has  been  among  men  of  the  most  varied  opinions,  a growing  uneasiness 
as  to  the  condition  of  British  trade  in  its  relation  to  the  trade  of  the 
world.  (Cheers.) 

THE  INDUSTRIAL  POSITION  OF  GREAT  BRITAIN. 

If  you  want  to  have  evidence  of  this,  do  not  look  at  the  speeches 
that  have  been  delivered  since  tariff  reform  came  to  the  front;  look 

* Corrected  by  authority  and  reprinted  by  permission  of  tlie  Proprietors  of  th§ 
Times,  October  2,  1903. 


28 


THE  SHEFFIELD  SPEECH 


at  the  speeches  that  were  delivered  before  that  epoch.  They  you 
will  have  an  impartial  guide  to  the  opinions  held  on  this  subject 
before  the  perturbing  effects  of  controversy  made  themselves  felt. 
Call  to  mind  the  speeches,  pamphlets,  and  articles  written /on  the 
subject  of  technical  education,  and  on  the  necessity  of  meeting  foreign 
competition  by  increased  educational  efforts,  a movement/  which  I 
heartily  sympathise  with  (hear,  hear),  and  which  I have  done  my  best 
to  promote  (cheers) — I say,  if  you  call  to  mind  these  utterances, 
delivered  by  men  of  all  shades  of  opinion,  you  will  see  thp  I am  not 
exaggerating  when  I allege  that  there  has  been  for  some  years  past  a 
feeling  of  growing  uneasiness  as  to  the  industrial  posit/on  of  Great 
Britain  among  the  industrial  nations  of  the  world.  /Hear,  hear.) 
Therefore,  when  Mr.  Chamberlain  made  his  speech — a speech  to  which 
we  naturally  date  back  this  particular  movement — the  speech  itself 
would  have  had  no  effect  comparable  to  that  which  it  his  actually  pro- 
duced had  it  not  fallen  on  ground  prepared  for  it  by  cir/umstances,  had 
it  not  dealt  with  a problem  about  which  men’s  minds/ were  beginning 
to  feel  disquiet.  Now  that  feeling  was  greatly  intensified  by  what 
occurred  in  relation  to  Canada’s  Imperial  effort  to  give  preferential 
treatment  to  this  country.  You  all  have  the  particula/s  of  that  incident 
in  your  mind — how  Canada  gave  preferential  treatment  to  our  manu- 
facturers, and  how  thereupon  Canada  was  threatened  by  at  least  one 
foreign  Power  with  pains  and  penalties  for  what  shfc  had  done.  That 
brought  home  to  many  minds  the  consciousness  of  our  helplessness  under 
our  existing  fiscal  system  to  deal  with  fiscal  injuries.  (Hear,  hear.) 
You  cannot  go  to  war  over  tariff  questions.  Tariff  attacks  can  only  be 
met  by  tariff  replies  (cheers),  and  I think  every  Englishman  felt,  when 
he  heard  that  there  was  some  danger  lest  a British  colony  should  be 
penalised  for  her  efforts  after  closer  Imperial  union  yith  Britain — every 
Englishman,  I say,  felt  that  if  old  weapons  were  insu  fficient  to  meet  the 
peril,  new  weapons  must  be  forged.  (Hear,  hear.) 

FALSIFIED  PROPHECIES 

And  that  feeling  has  not  been  diminished  by  a survey  of  the  commer- 
cial history  of  the  world  during  the  last  two  generations.  Sixty  years 
have  passed,  or  nearly  60  years,  since  the  greatest,  or  at  all  events  the 
most  notorious,  step  was  taken  in  the  direction  of  tariff  reform  in  the 
great  epoch  between  1841  and  1846.  Those  60  years  have  been  filled 
with  refutation  of  the  prophecies  made  by  the  great  tariff  reformers. 
(Hear,  hear.)  I am  not  going  to  say  a word  ag;  ‘ 
believe  it  to  have  been  necessary  and  appropriate  to  the  times  in  which 
they  lived.  But  those  times  are  not  as  our  times  (cheers),  and  every 
year  that  has  passed  during  the  period  of  which  we\in  this  room  have 
some  personal  recollections,  is  a contradiction  of  all  the  hopes,  all  the 
aspirations,  all  the  prophecies  which  then  filled  thje  mouths  and  the 
minds  of  men.  (Hear,  hear.)  I have  never  been  pne  of  those  who 
attack  Mr.  Cobden  because  he  made  a great  many  prophecies  that  have 
proved  fallacious.  Any  of  us  who  are  rash  enough  to  make  prophecies 
and  are  famous  enough  to  have  those  prophecies  recorded,  are  pretty  sure 
sixty  years  hence  to  find  ourselves  very  much  in  Mr.  Oobden’s  position. 
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At  all  events,  if  he  was  unfortunate  as  a prophet  he  was  only  a little 
more  unfortunate  than  the  rest  of  his  fellow  creatures.  The  observation 
I have  to  offer  upon  these  prophecies  is  not  by  way  of  criticism  ; but 
criticism,  if  at  all,  of  Mr.  Cobden’s  followers  (hear,  hear),  because  he 
laid  down,  or  is  supposed  to  have  been  responsible  for  laying  down, 
doctrines  of  fiscal  policy  adapted  to  the  world  in  which  he  lived,  adapted 
to  the  world  which  he  anticipated,  but  not  wholly  adapted  to  the  world 
in  which  we  at  this  time  live.  (Cheers.) 

MR.  CORDEN’S  IDEAL. 

What  was  Mr.  Cobden’s  ideal?  No  one  will  deny  that  he  was  a 
patriot.  Yet  few  who  have  studied  his  life  and  writings  will  pretend 
that  the  sentiment  of  na  tionality  had  any  large  place  in  his  philosophy  of 
politics.  He  looked  forward  to  a world  in  which  national  divisions  might, 
indeed,  remain,  but  with  their  emphasis  largely  diminished,  if  not  wholly 
effaced ; in  which  the  divisions  between  nations  would  in  no  sense 
correspond  with  fiscal  and  commercial  divisions;  in  which  free  trade 
would  have  swept  away  altogether  all  rivalry  between  men  of  different 
races,  of  different  creeds,  and  of  different  political  institutions ; in  which 
the  world  would  commercially  be  one,  in  which  production  would  follow 
natural  lines,  and  in  which  international  manufacture  would  take  not  a 
competitive,  but  a co-operative  shape.  (Cheers.)  That  was  his  ideal. 
He  drew  from  it  the  conclusion  that  in  a world  thus  industrially 
organised  war  would  be  a practical  impossibility,  that  nation  would  be 
so  linked  to  nation  by  industrial  ties  that  it  would  be  impossible  either 
for  national  ambition  or  national  vanity  to  break  the  great  peace  which 
was  to  brood  over  the  face  of  the  world.  Who  shall  deny  that  that 
ideal  had  in  it  elements  of  great  nobility  ?,' Not  I/'for  one  ; but,  unfortu- 
nately, the  world  he  thus  pictured  is  not  the  world  in  which  we  live. 
(Hear,  hear.)  It  is  not  merely  that  protection  has  survived  as  a relic — 
a barbarous  relic,  as  Mr.  Cobden  would  have  thought — of  a past  time ; 
it  is  not  merely  that  nation  is  still  divided  from  nation  by  political  and 
racial  peculiarities.  The  actual  facts  are  far  stronger  and  more  signifi- 
cant than  any  such  statement  would  convey. 

THE  BARRIER  OF  PROTECTION  AND  NATIONALITY. 

What  has  happened  is  that  the  sentiment  of  nationality  has  received 
an  accretion  of  strength  of  which  no  man  then  livingcould  have  dreamed; 
and  that  contemporaneously  with  this  growing  sentiment  of  nationality 
we  have  found  protection  in  foreign  countries,  not  surviving  as  the 
creed  of  the  obscurantist  minority,  but  growing  in  strength  day  by  day, 
and  day  by  day  more  separating  the  nations  commercially  from  one 
another.  I regret  it.  I regret  it  deeply.  But  after  all  we  have  to 
take  account  of  the  facts  of  the  world  in  which  we  live  (hear,  hear),  and 
neither  the  individual  nor  the  nation  can  venture  with  any  prospect  of 
felicity  or  success  to  act  as  if  he  lived  in  an  ideal  world,  and  not  in  the 
world  which  actually  and  in  matter  of  fact  surrounds  him.  (Cheers.) 
I am  afraid  that  in  these  years  we  have  too  much  been  in  the  position 
of  dreamers,  confident  in  the  consistency  and  the  worth  of  our  own 
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ideal,  refusing  to  see  that  it  was  not  conformed  to  by  our  neighbours  or 
the  world  with  which  we  had  to  deal ; and  the  result  is  that  we  nave 
watched  for  fifty  years — we  have  watched  without  saying  a word  or 
making  a sign — we  have  watched  a wall  of  hostile  tariffs  growing  up, 
dividing  nation  from  nation,  and  dividing  us  from  the  protective  nations 
of  the  world.  As  we  have  seen  our  own  Colonies,  our  own  fWsh  and 
blood,  the  very  sinews  of  the  Empire  that  is  to  be,  building/ up  one 
vested  interest  after  another,  by  a system  of  protection  which;  when  it 
reaches  its  logical  conclusion,  will  make  it  as  hard  for  us,  their  mother 
country,  pledged  to  defend  them,  bound  to  them  by  every  tie  of  affection 
and  regard — will  make  it  as  hard  for  us  to  export  the  restilts  of  our 
industry,  our  enterprise,  and  our  capital  to  them  as  we  now  find  it  to 
export  those  results  to  America,  or  to  other  protective  countries.  I do 
not  know  whether  there  is  anybody  who,  having  faced  these  facts  in 
their  integrity,  can  look  at  them  with  indifference.  In  any  case  the 
fact  remains  that  over  the  whole  period  of  the  lifetime  ot  those  whom 
I am  now  addressing  we  have  done  nothing  whatever  either  in  regard 
to  foreign  countries  or  our  own  Colonies  to  remedy  a staie  of  things  so 
absolutely  inconsistent  with  free  tade  as  Mr.  Cobden  j understood  it. 
(Hear,  hear.) 


THE  COMMERCIAL  TREATY  OF  J860. 

I ought,  however,  to  make  one  exception.  I have  sa!id  that  no  effort 
has  been  made.  That  I believe  to  be  in  strictness  inaccurate.  One 
great  effort,  and,  in  its  measure,  one  successful  effort,  /was  made,  and  it 
was  made  by  Mr.  Cobden  himself.  I allude  to  the  famous  commercial 
treaty  with  France,  negotiated  in  1859  and  brought  to  a successful  issue 
in  1860.  When  I consider  the  history  of  that  treaty  I ask  myself 
whether  Mr.  Cobden  was  indeed  a Cobdenite.  (Laughter,  and  “ Hear, 
hear.”)  What  was  the  essence  of  the  treaty  of  1860  s We  were  then 
in  process  of  completing  a great  series  of  tariff  ref  orris,  mainly  due  to 
Tory  and  Conservative  statesmen,  which  did  so  mud  for  English  com- 
merce and  set  so  good  an  example  to  the  world.  In  1859  there  were 
certain  taxes  still  in  existence  which  the  then  Chancellor  of  the  Ex- 
chequer and  other  financial  authorities  thought  might  well  be  repealed, 
but  forth©  repeal  of  which  they  desired  to  obtain  from  the  Government 
of  France — at  that  time  perhaps  the  most  protectipnist  nation  with 
which  we  had  large  dealings — some  concessions  in  the  direction  of  free 
exchange  of  goods.  Now,  I want  to  put  to  you  thb  question.  The 
duties  the  repeal  of  which  was  promised  to  the  French!  Government  as  a 
consideration  for  some  diminution  of  their  protective  tariffs  were  duties 
to  which  no  value  was  attached,  but  the  contrary,  by  the  British  Ex- 
chequer. When  Mr.  Cobden  negotiated  that  treaty  he  and  those  who 
sent  him  must  either  have  been  resolved  to  keep  on  these  duties  if  the 
treaty  failed,  or  they  must  have  been  resolved  in  any  caise  to  give  them 
up.  If  the  latter,  then  the  consideration  they  were  offering  to  the 
French  Government  in  exchange  for  fiscal  concessions  was  purely  illusory ; 
and  the  most  complimentary  epithet  that  I can  imagine  for  a diplomatic 
transaction  of  that  kind  is  that  it  was  extremely  dexterous.  (A  laugh.)  The 
epithets  that  I should  be  inclined  to  apply  are  all  of  a less  complimentary 
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description  (laughter),  but  I do  not  think  that  those  less  complimentary 
epithets  are  deserved.  I believe  that  Mr.  Cobden,  who  was  the 
emissary,  and  Mr.  Gladstone,  the  then  Chancellor  of  the  Exchequer, 
when  they  were  dealing  with  the  French  Government  of  the  day,  did 
not  mean  to  indulge  in  those  over-ingenious  tactics.  But  what  they  did 
say  to  them  and  meant  to  say  to  them  was,  “ If  you  will  give  us  in- 
creased facilities  for  our  exports  we  will  remit  those  taxes.  If  you  will 
not  give  us  increased  facilities  we  will  retain  those  taxes.”  That  is  the 
only  interpretation  I can  put,  consistently  with  the  honour  of  the  per- 
sons concerned,  upon  that  great  commercial  negotiation.  But,  if  so, 
then,  in  the  opinion  of  Mr.  Gladstone  and  Mr.  Cobden,  it  waslegitimate 
to  keep  on  taxes  which  would  have  been  from  a purely  Treasury  and 
revenue  point  of^  view  illegitimate  in  order  to  put  pressure  upon  a 
foreign'Government  to  relax  its  tariff.  (Cheers.)  There  is  no  economi- 
cal distinction  whatever  between  the  diplomacy  which  strives  to  attain 
its  end  by  threatening  to  retain  taxes  which  ought  to  be  repealed 
and  one  which  threatens  to  impose  taxes  which,  from  a fiscal  point 
of  view,  ought  never  to  be  put  on.  If  Mr.  Cobden  approved  the  first, 
we  must  assume  that  he  would  not  have  boggled  at  the  second.  (Cheers.) 
I do  not  know  whether  that  point  has  ever  been  dealt  with  by  the  Cobden 
Club.  (Laughter.)  If  not,  I respectfully  commend  it  to  their  attention. 

Well,  that,  so  far  as  I know,  is  the  one  exception  to  our  attitude  of 
somewhat  self-complacent  indifference  to  the  tariff  policy  of  our  great  com- 
mercial friends  and  rivals  and  to  the  tariff  policy  of  our  own  Colonies. 

PROTECTION  AND  INTERNAL  FREE  TRADE. 

I do  not  think  it  is  to  our  credit  (hear,  hear),  and  I confess  that 
when  I hear  criticisms — criticisms  with  which  I sympathise  taken  by 
themselves — upon  the  American  and  the  German  system,  under  which 
those  great  industrial  nations  have  accompanied  their  marvellous  com- 
mercial expansion  with  protective  duties  which  must  have  thrown  a 
most  heavy  burden  upon  the  consumer,  I feel  that  they  have  a retort  to 
which  I,  at  least,  have  no  reply.  They  may  well  say  to  us  that, 
although  their  external  policy  has  been  thus  protectionist,  at  all  events 
within  the  limits  of  their  own  country  they  have  established  permanent 
free  trade  (hear,  hear),  and  that  at  this  moment  within  the  circuit  of 
the  German  Empire  and  within  the  vast  ambit  of  the  American 
Commonwealth  all  duties,  all  restrictions  which  can  hamper  free  ex- 
change, have  been  abolished  by  their  patriotism  and  their  foresight. 
And  they  may  well  ask  us  whether  we  in  the  British  Empire  can  point 
to  a similar  picture,  and  whether  at  this  moment  that  free  trade  of 
which  we  talk  so  much,  and  of  which  we  boast  so  loudly,  is  free  trade 
extending  beyond  the  narrow  limits  of  the  four  seas,  and  whether  it 
even  includes  those  great  self-governing  Colonies  which  we  proudly 
boast  are  to  be  the  great  buttresses  of  our  Empire.  (Cheers.) 

I take  it,  ladies  and  gentlemen,  that  it  is  quite  impossible  for  any 
man  to  say — I know  it  is  quite  impossible  for  any  free  trader  to  say — 
that  we  have  not  suffered  deeply  and  profoundly  by  foreign  tariffs  in 
this  country.  (Cheers.)  Free  trade  is  indeed  an  empty  name,  a vain 
speculation,  if  the  fact  that  foreign  nations  are  setting  themselves  t$ 
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work  to  divert  our  industries  into  channels  into  which  they  would  nbver 
have  naturally  flowed, to  exclude  our  manufactures  from  their  appropriate 
markets,  and  to  limit  as  far  as  they  can  the  international  play  of  supply 
and  demand — I say  that  free  trade  is  indeed  a farce  if  those  things  do 
not  produce  an  evil  effect,  not  merely  upon  the  country  which  imposes 
protective  duties,  but  on  the  free  trade  country — and  there  is/still  one 
(laughter  and  cheers) — which  has  to  endeavour  to  the  best  of  ics  ability 
to  meet  them. 

THE  DANGERS  OF  THE  TRUST  SYST^Vl. 

But  real  and  great  as  these  evils  are,  they  are  not  the  <fn\j  ones  in- 
flicted on  us  by  foreign  protection.  For  there  has  been  a/development 
of  which  Mr.  Cobden  and  Mr.  Cobden’s  contemporaries  npver  dreamed, 
the  development  of  the  trust  system  under  the  protection  of  these 
tariffs  which  inflict  an  injury  upon  the  capital  and  still  more  upon  the 
workmen  of  these  islands.  The  phenomenon  is  so  n^w  that  I dare 
scarce  venture  to  prophesy  what  development  it  is  likely  to  take,  whether 
it  is  going  to  expand  into  a great  national  danger,  <jr  whether  it  is 
going  to  be  limited  to  the  evil  which  I fear  it  has  already  inflicted. 
But  of  this  you  may  be  absolutely  sure,  that  in  the  Alliance  of  trusts 
and  tariffs  there  is  a danger  to  the  enterprise  of  this  country  which 
threatens  not  mainly  the  capitalist,  for  he  is  at  liberty  to  establish  his 
business  in  those  countries  where  tariffs  will  benefit  his  industry  not 
injure  it,  but  which  will  fall  with  the  heaviest  weight  upon  the  artisan 
and  labour  classes  of  this  country,  who  have  no  methods,  or  no  methods 
known  to  me,  by  which  they  can  protect  their  interests  against  this 
particular  danger.  (Loud  cheers.) 


NO  CURE,  BUT  A PALLIATIVE. 

Now,  if  I have  rightly  described  the  dangers  fronfi  which  we  suffer, 
you  have  a right  to  ask  me  whether  I know  of  a cure.  (Hear,  hear.) 
My  answer,  I am  afraid,  will  be  a disappointing  ohe.  I know  of  no 
cure,  but  I do  know  of  a palliative.  (Cheers.)  I am  not  going  to 
stand  up  here  on  an  occasion  when  it  is  my  duty  t6  advise  the  great 


is  not,  I say,  con- 
i>f  the  blessings  to 
I know  of  no  cure  ; 


party  of  which  for  the  moment  I am  the  chief — it 
sistent  with  my  duty  to  draw  an  imaginary  picture 
follow  from  any  remedy  which  I have  to  propose, 
the  ill  has  gone  too  far.  You  will  not  get  the  great  commercial  nations 
of  the  world  to  abandon  protection ; I fear  you  will  not  get  our  great 
self-governing  Colonies  to  retrace  the  steps  which  we  have  without 
remonstrance  permitted  them  to  take.  I therefore  say  there  is  no  cure 
for  the  evils  that  I have  described,  but  1 think  there  is  a palliative  and 
it  is  that  palliative  which  I am  here  to  recommend  to  you  to-day. 
(Cheers.)  Remember  what  the  situation  is  which  I have  endeavoured 
to  describe  to  you.  Mr.  Cobden  supposed  that  the  wbrld  was  going  to 
be  a free-trade  world  in  which  commerce  would  follow  its  natural 
courses  unhampered  by  the  devices  of  statesmen  and  politicians,  un- 
touched by  the  influence  of  international  treaties.  That  is  what  he 
hoped,  that  is  what  he  believed. 


THE  SHEFFIELD  SPEECH  S3 

THE  FREEDOM  OF  NEGOTIATION. 

But  what,  in  fact,  we  have  got  to  deal  with  is  a world  in  which  inter- 
national commerce  is  largely  regulated  by  treaty,  in  which  trade  flows 
along  channels  engineered  not  by  Nature  but  by  diplomacy.  Is  it  common 
sense  that  in  such  a world  we,  the  greatest  commercial  nation  of  all,  should 
come  forward  and  say,  “ We  will  endeavour  to  arrange  treaties  with  you. 
We  have  nothing  to  give  you  (laughter),  we  have  nothing  to  withhold 
from  you,  we  throw  ourselves  upon  your  mercy,  we  appeal  to  your 
kindly  consideration.”  (Renewed  laughter.)  “ Remember,  please  re- 
member, how  good  we  are  to  your  commerce  ” (laughter),  “ how  we 
throw  no  impediment  in  its  way,  how  we  freely  open  to  it  our  markets  ; 
and  treat  it  as  if  it  were  our  own.  And  please  don’t  forget  us  when 
you  are  making  your  next  treaty.’’  (Renewed  laughter  and  cheers.)  I 
am  incapable  of  believing  that  a nation  which  deliberately  deprives 
itself  of  its  power  of  bargaining  is  a nation  which  is  likely  to  make  very 
good  bargains.  I have  been  asked  by  friends  of  mine  whether  there 
really  is  any  ground  for  supposing  that  we  should  make  better  bargains 
if  we  had  the  freedom  of  negotiation  which  I ask  you  to  give  us.  (Loud 
cheers.)  I confess  that  the  very  question  seems  to  me  to  show  that  the 
questioner  lives  in  a world  of  economic  phantasmagoria  (laughter), 
with  no  relation  whatever  to  the  realities  in  which,  fortunately  or  un- 
fortunately, our  lot  is  cast.  Are  commercial  bargains  different  from 
all  other  bargains  ? Are  negotiations  between  nations  which  deal  with 
duties  upon  manufactured  goods  different  in  essence  and  in  character 
from  other  negotiations  carried  on  for  other  purposes  ? (Cries  of  “ No.”) 
Did  any  man  ever  hear  of  a country  going  into  negotiations  for  these 
other  purposes  which  came  out  of  these  negotiations  with  success  unless 
it  had  in  the  course  of  these  negotiations  something  to  give,  which,  in 
case  of  necessity,  it  was  at  liberty  to  withhold  ? (Hear,  hear.)  My  request 
therefore  to  you  to-night — the  fundamental  and  essential  request  to 
which  everything  I have  to  say  in  the  remainder  of  my  speech  is  sub- 
sidiary and  accidental — is  that  the  people  of  this  country  should  give 
to  the  Government  of  this  country,  from  whatever  party  that  Govern- 
ment may  be  drawn,  that  freedom  of  negotiation  of  which  we  have 
been  deprived,  not  by  the  force  of  circumstances,  not  by  the  action  of 
overmastering  forces,  not  by  the  pressure  of  foreign  Powers,  but  by 
something  which  I can  only  describe  as  our  own  pedantry  and  our  own 
self-conceit,  (“  Hear,  hear,”  and  cheers,  and  a voice — “ How  can  we 
give  you  that  power  ? ”)  I have  stated  the  fundamental  proposition 
which  I wish  to  affirm,  but  I agree  with  my  friend  opposite  that  it  is 
necessary  for  me,  though  it  may  not  be  interesting  to  you,  that  I should 
answer  some  questions  which  will  inevitably  be  asked  as  to  the  mariner 
in  which  that  freedom  for  which  I ask  is  going  to  be  used.  I would, 
however,  observe  that  this  question  is  often  put  in  a manner  which  I 
regard  as  highly  unreasonable.  I suppose  there  is  not  a man  in  this 
room  who  denies  that  we  ought  to  have  a fleet  (hear,  hear) ; but  am  I, 
or  is  any  other  Minister,  to  tell  you  how  that  fleet  is  to  be  used  in  1904, 
or  1905,  or  1908,  or  1907  ? That  is  a prophetic  calculation  which 
neither  I nor  any  other  man  can  make.  (Hear,  hear,)  All  you  can 
say  is  this — that  it  is  absolutely  necessary  for  this  country  to  have  at  its 
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command  in  case  of  need  a great  navy  (cheers),  and  it  is  necessary, 
though  I admit  less  necessary — but  it  is  necessary — in  my  judgment, 
that  this  country  should  also  have  at  its  command  those  instruments  of 
negotiation  for  which  in  general  terms  I have  already  pleaded.  How 
either  of  these  instruments  ©f  national  policy  is  to  be  employed  must 
necessarily  depend  on  the  exigencies  of  the  moment.  (Hear,  hear.) 
But  though  I think  the  question  is  thus  put  very  often  in  a most  un- 
reasonable fashion,  I am  perfectly  ready  to  answer  it,  so  far  as  in  my 
judgment  it  can  be  answered  in  general  terms.  Well,  let  it  be  noted 
that  I have  brought  before  your  attention  two  separate  aspects  of  one 
great  problem.  I have  pointed  out  to  you  that  we  have  allowed  the 
industrial  world  to  slide  into  a system  of  high  protective  duties  against 
this  country  without  effort  and  without  remonstrance,  and  that  the 
industrial  world  partly  consists  of  our  own  Colonies,  and  partly  consists 
of  foreign  nations.  How  the  problems  raised  by  the  protective  policy 
of  these  two  classes  of  autonomous  communities  are  different,  though 
they  arise  from  the  same  difficulty  and  spring  from  the  same  root. 

FISCAL  UNION  THE  PRELUDE  TO  POLITICAL 
UNION. 

And  as  regards  the  first  of  those — namely,  our  Colonies — let  me  say 
that  I think  we  have  in  this  country  been  strangely  blind  (hear,  hear)  to 
the  anomalous  situation  in  which  the  British  Empire  is  placed  in  matters 
fiscal.  You  will  find  many  cases  in  which  fiscal  union  has  been  the 
prelude  to  that  closer  and  more  intimate  union  which  is  the  basis  of 
national  strength.  (Hear,  hear.)  I may  mention,  as  a Scotsman 
(laughter),  the  case  of  England  and  Scotland.  If  any  of  you  will 
consult  your  histories  you  will  see  that  what  reconciled  the  smaller 
kingdom  to  union  with  the  greater  kingdom  was  no  love  of  being 
under  a British  Parliament,  but  the  sense  that  it  was  absolutely  necessary 
for  national  existence,  or,  at  all  events,  for  national  prosperity,  that 
England  and  Scotland  should  be  fiscally  one.  (Cheers.)  But  that  Union, 
originally  based  on  mere  material  considerations,  now  depends  on  the 
yet  stronger  bond  of  sentiment ; and  it  has  welded  the  two  peoples 
together  into  an  inseparable  whole,  which  it  will  not  be  possible  for 
any  hostile  force  to  divide.  And  if  I wished  further  to  load  my  speech 
with  historical  illustrations  I might,  of  course,  point  to  the  case  of 
Germany.  For  Germany  resembles  Scotland  in  this  respect,  that  fiscal 
union  began  before  that  political  union  whic^v  had  been  the  greatest 
incident  in  modern  European  history.  We,  on  the  other  hand,  have 
been  content,  apparently,  as  far  as  our  Empire  is  concerned,  to  see 
fiscal  divisions  growing  with  our  growth,  and  at  the  very  moment 
when  the  population  and  wealth  of  our  Colonies  are  greatly  increasing, 
and  the  sentiment  of  common  interest,  common  blood,  and  common 
institutions  is  daily  gaining  strength,  we  see  these  fiscal  divisions 
deepening  and  broadening,  with  results  which  no  man  can  prophesy, 
but  which  I venture  to  say  no  man  of  sober  judgment  or  any  knowledge 
of  history  can  contemplate  without  disquiet.  (Cheers.) 

That  is  the  first  branch  of  the  problem.  I am  disposed  to  say  that  in 
many  respects  it  is  the  most  important  branch  (hear,  hear) ; and  I 
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have  sorrowfully  to  admit  that  it  is  also  the  most  difficult  branch,  and 
for  this  reason. 

THE  TAXATION  OF  FOOD. 

The  evil  has  been  allowed  to  grow  both  by  us  and  by  our  Colonies  to 
a point  at  which  it  is  probably  incapable  of  any  complete  remedy,  and 
at  which  even  an  attempted  remedy,  so  far  as  I am  able  to  see,  would 
involve  the  taxation  of  food  in  this  country.  Now,  I do  not  think  that 
public  opinion  is  ripe  for  the  taxation  of  food.  (Hear,  hear.)  Of 
course,  all  must  admit  that  the  taxation  of  food,  indeed  every  kind  of 
taxation,  is  in  itself  an  evil.  (Hear,  hear.)  I think  indeed  that  the 
evil  of  food  taxation — provided  that  taxation  is  kept  within  narrow 
limits — has  been  exaggerated  beyond  what  reason  and  logic  justify. 
(Loud  cheers.)  But  I think,  nevertheless,  that  the  feeling  against  it 
cannot  be  ignored.  For  it  is  due  to  historic  causes,  and  is  born  of 
sentiments  which  have  their  root  in  far-off  social  conflicts.  And  the 
reason  is  not  far  to  seek.  Compare  the  case  of  France  and  of  England. 
In  France  at  this  moment  it  would  be  impossible  for  any  legislator  to 
attempt  to  make  the  smallest  breach  in  that  theoretical  equality  the 
passion  for  which  has  been  burnt  into  them  by  the  great  struggle  of 
the  French  Bevolution.  Every  Frenchman,  or  most  Frenchmen, 
believe  it  as  an  immutable  creed.  The  Englishman,  on  the  other  hand, 
cares  little  for  speculative  equality.  What  he  wants  is  liberty. 
(Hear,  hear.)  The  Frenchman,  however,  is  tolerant,  to  a degree 
incredible  among  us,  of  any  taxation  of  food.  Remember,  that  though 
France  is  a country  governed  under  as  democratic  a Government  as  our 
own,  taxation  of  food  is  part  of  its  normal  system.  And  Frenchmen 
submit  not  merely  to  taxation  on  food  for  what  we  should  call  national 
and  Imperial  purposes,  but  they  pay  what  we  pay  out  of  rates  very 
largely  by  such  taxation.  Now,  take  the  case  of  England.  In 
England  we  had  no  French  Revolution.  We  have  not  suffered  in  our 
historic  experience  any  of  the  ills  which  have  given  birth  to  the 
French  sentiment  on  the  subject  of  equality ; but  the  memory  of  the 
misery  endured  by  our  working  classes,  and  especially  by  the  agricultural 
labourer  (hear,  hear),  in  the  days  when  wheat  was  70s.,  80s.,  or  100s.  a 
quarter,  has  become  associated,  though  I admit  with  very  little  historic 
propriety  (hear,  hear),  but  it  has,  as  a matter  of  fact,  become  associated 
with  the  question  of  duty  free  imports  of  corn.  It  has  eaten  into  the 
historic  imagination  of  our  people.  It  cannot  be  eliminated  by  the  best 
logic,  the  most  conclusive  reasoning,  or  the  most  eloquent  speeches.  I 
am,  therefore,  distinctly  of  opinion — I am  speaking  here  as  one  who  is 
bound  to  give  advice  to  a great  party  on  the  policy  which  they  should 
regard  as  their  official  policy  (hear,  hear) — that  a tax  on  food  is  not,  with 
public  opinion  in  the  state  in  which  we  now  find  it,  within  the  limits  of 
practical  politics.  So  much  for  the  Colonial  branch  of  the  question. 

THE  ADVANTAGES  OF  FREEDOM  OF  NEGOTIATION. 

Now  you  will  ask  me  how  I mean  to  carry  out,  or  how  I contemplate 
should  be  carried  out,  that  liberty  of  negotiation  for  which  I ask  in 
respect  of  foreign  countries.  (Hear,  hear.)  Well,  there  are  a great 
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many  people  who  seem  to  think  that  if  we  ask  for  liberty  of  negotiation 
in  respect  of  tariffs  with  foreign  countries  we  mean  to  enter  into  a 
general  tariff  war  with  the  whole  world.  No  such  idea,  no  such  expecta- 
tion is  entertained,  at  all  events  by  myself.  (Hear,  hear.)  I do  not 
know  whether  most  of  you  are  acquainted  with  the  practice  of  foreign 
countries  in  their  tariff  negotiations.  What  they  commonly  do  is 
to  have  what  they  call  a combative  tariff,  that  is  to  say  a very  high 
tariff  placed  upon  all  foreign  goods,  which  they  then  proceed  to  reduce 
for  the  benefit  of  those  nations  which  give  them  something  in  return. 
So  that  they  start  with  a heavy  duty  on  all  manufactured  imports,  which 
they  are  prepared  to  reduce  for  consideration  received.  I contemplate 
no  such  procedure  with  regard  to  this  country.  I think  it  would 
involve  too  great  a disturbance  of  our  practice,  and  might  risk  the 
disorganisation  of  our  trade.  But  I see  no  such  objection  to  our  pro- 
ceeding, so  to  speak,  from  the  other  end,  and  if  we  thought  we  could  do 
it  without  disadvantage  to  ourselves — which,  after  all,  is  the  guiding 
consideration  in  these  matters  (a  laugh  and  “ hear,  hear  ”) — we  might 
inform  any  foreign  country  which  we  thought  was  treating  us  with 
outrageous  unfairness,  that  unless  they  modified  their  policy  to  our 
advantage  we  should  feel  ourselves  compelled  to  take  this  or  that  step 
in  regard  to  their  exports  to  our  markets.  (Cheers.)  I do  not  for  a 
moment  suggest  that  foreign  countries  are  animated  by  a desire  to 
destroy  our  trade  simplicity . (Voices,  “ They  are.”)  What  they  want 
to  do  is  to  improve  their  trade  at  our  expense  (laughter),  which  is  rather 
a different  thing ; but  in  any  case  are  you  not  trying  them  too  high  by 
s your  present  system  ? Are  you  not  throwing  an  unnecessary  temptation 
in  their  way?  Supposing  they  want  to  do  us  justice  (a  laugh) — is  it 
fair  to  go  to  their  negotiators  and  say,  “ Well,  we  have  nothing  to  give 
j you,  we  have  nothing  to  take  from  you ; our  principles  are  such  that 
you  may  kick  us  round  the  room,  and  we  will  only  say — ‘ Please  treat 
j us  as  well  as  you  can/  ” (A  laugh.)  I do  not  think  that  is  fair  to  the 
foreign  negotiator,  who  has  to  consider  public  opinion  in  his  own  country, 
i He  will  find  it  far  easier  to  come  to  a fair  “ give  and  take  ” arrange- 
ment if  he  knows  that  behind  our  request  for  justice  there  is  a method 
of  exacting  it.  (Cheers.) 

Now  I have  spoken  at  outrageous  length  (cries  of  “ No,  no  ”),  but  I 
\ have  been  most  anxious  to  be  perfectly  clear  and  perfectly  explicit  as  to 
the  advice  I want  to  give  you,  and,  if  I may  say  so,  to  give  through  you 
| to  the  country.  (Hear,  hear.) 

THE  VERDICT  OF  1845-6. 

You  will  admit  that  I have  not  clouded  my  statement  by  any  verbal 
rhetoric  or  any  attempt  at  eloquent  declamation.  I have  tried  to  give 
you  the  bare  outlines  of  rather  a hard  and  difficult  argument  with  all 
the  lucidity  at  my  command  ; but  lest  any  man  may  hereafter  say 
that  I have  been  ambiguous  or  obscure,  in  order  that  every  future  mis- 
understanding shall  be  patently  and  obviously  a wilful  misunderstand- 
ing, I will  for  one  moment,  and  it  shall  be  only  for  a moment,  conceive 
myself  asked  certain  questions  by  this  audience.  It  is  not,  as  you  are 
aware,  in  accordance  with  custom  on  these  occasions,  as  it  is  during  a 
general  election,  to  catechise  a speaker  on  his  speech.  May  I convert 
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tnyself  for  the  moment,  on  your  behalf,  into  a questioner,  and  may  I 
cross-examine  myself?  (Laughter,  and  ‘ ‘Hear,  hear.”)  Yery  well. 
The  first  question  which  I put  to  myself  is  this : I can  imagine  the 
gentleman  who  interrupted  me,  most  courteously,  a few  minutes  ago 
putting  this  question  to  me.  He  may  say,  “ Do  you  mean  to  come 
forward  and  ask  the  country  to  reverse  the  verdict  arrived  at  in  the 
great  lawsuit  between  free  trade  and  protection  in  1845  and  1846?” 
My  answer  is  simple  and  plain.  I regard  the  controversy  of  1846 
as  of  no  interest  whatever  to  us  now  (“  hear,  hear,”  and  cheers),  except 
from  an  historical  point  of  view.  It  is  over  and  done  with.  1 care  no 
more  for  the  quarrel  between  Mr.  Cobden  and  his  opponents  than  I do 
about  the  Bangorian  controversy,  wThich  I expect  nobody  in  my 
audience  has  ever  heard  of.  (Laughter.)  All  that  was  appropriate  in 
1845  and  1846  is  utterly  inappropriate  in  1908  and  1904.  Our  grand- 
fathers fought  out  their  battle  as  practical  men  and  with  a view  to  the 
actual  situation  of  the  world  in  which  they  lived.  Let  us  in  that 
respect  imitate  their  example,  and  let  us  not  be  misled  by  musty 
debates,  living  enough  to  those  who  took  part  in  them,  but  which  are 
as  dead  to  us  as  ours  will  be  to  our  grandsons  sixty  years  hence.  That 
is  the  first  question  which  I put. 

A REVERSAL  OF  FISCAL  TRADITION. 

The  second  question  I will  imagine  being  put  to  me  is  this — “ Do 
you  desire  to  alter  fundamentally  the  fiscal  tradition  which  has 
prevailed  during  the  last  two  generations  ? ” Yes,  I do.  (Loud 
cheers.)  “And  how,”  I imagine  my  questioner  going  on,  “ do  you 
propose  to  alter  that  tradition  ? ” I propose  to  alter  that  tradition  by 
asking  the  people  of  this  country  to  delete  altogether  from  their 
maxims  of  public  conduct  the  doctrine  that  you  must  never  put  on 
taxation  except  for  revenue  purposes.  (Hear,  hear.)  I say  distinctly 
that  in  my  judgment  the  country  ought  never  to  have  deprived  itself 
of  that  liberty,  and  that  it  ought  publicly  to  resume  it  in  the  face  of 
Europe  and  the  world.  Of  course  that  liberty  so  resumed  may  be 
abused  ; 1 do  not  doubt  it.  It  may  get  into  incompetent  hands  ; very 
possibly.  But  nevertheless  it  should,  in  my  opinion,  be  resumed. 
(Hear,  hear.)  This  country  should  again  have  what  every  other 
country  in  the  world  possesses,  and  that  of  which  no  other  country  in 
the  world  would  think  of  depriving  itself — the  liberty  to  negotiate  and 
something  to  negotiate  with.  (Cheers.)  The  next  question  I can 
imagine  being  asked  of  me  is,  “ Why  do  you  want  to  resume  this 
liberty  of  negotiations,  seeing  how  well  the  country  has  prospered  for 
all  these  years  without  it  ? ” To  that  my  reply  is,  I hope,  explicit  and 
distinct.  My  object  is  to  mitigate,  as  far  as  circumstances  allow,  the 
injury  done  to  us  by  hostile  tariffs.  The  hostile  tariffs  have  inflicted 
upon  us  injury  of  a double  kind.  They  have  divided  one  fragment  of 
the  Empire  fiscally  from  the  other.  They  have  diverted  our  industries 
into  channels  into  which  they  would  never  have  naturally  flowed,  they 
have  restricted  and  hampered  our  export  trade,  and  their  effect  has 
acted  and  reacted  over  the  whole  community — whether  they  be  con- 
sumers, or  producers  for  home  consumption,  or  producers  for  export. 
And,  in  addition  to  these  evils,  there  is  another,  namely,  the  insecurity 
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which,  I fear,  some  great  branches  of  our  industry  suffer,  and  must 
suffer,  so  long  as  we  permit  protective  duties,  in  combination  with 
trusts,  to  pour  into  this  country  at  an  unnatural  price  goods  which, 
under  a true  system  of  free  trade,  under  a system,  I mean,  in  which 
eyery  country  produces  according  to  its  natural  capacity,  would  never 
be  able  to  compete  with  and  never  be  able  to  outstrip  the  industries  of 
home  origin.  (Cheers.) 

WILL  THE  REMEDY  BE  COMPLETE? 

Two  other  questions,  and  only  two  others,  have  to  be  asked.  “ Will 
the  remedy  you  propose  be  complete  ?”  To  that  I answer  that  it  will 
not  be  complete,  even  if  it  can  be  tried  in  its  integrity ; and  it  cannot 
be  tried  in  its  integrity,  because  I believe  the  country  will  not  tolerate 
a tax  upon  food.  And  if  the  last  question  be  asked  me,  “ Then  do  you 
think  it  is  of  any  value  ? ” to  that  I reply  with  equal  emphasis  and 
decision  that,  in  my  judgment,  undoubtedly  it  will  be  useful.  There 
have  been  plenty  of  occasions  in  the  past,  and,  believe  me,  there  will  be 
plenty  of  occasions  in  the  future,  when  a British  Minister  having  to 
conduct  a great  commercial  negotiation  will  feel  his  hands  strengthened, 
will  feel  he  is  indeed  able  to  represent  the  interests  of  the  great 
country  whose  foreign  affairs  he  has  to  manage,  if  he  can  say  to  the 
Minister  of  the  country  with  whom  he  is  negotiating,  “We  do  not 
ask  you  to  reverse  your  commercial  policy,  we  do  not  ask  for  anything 
which  is  impossible,  but  common  justice  and  common  fair  treatment  we 
do  ask  (hear,  hear),  and  if  we  do  not  get  it  we  will  take  our  own 
measures.”  (Loud  cheers.) 

A LEAD  FOR  THE  PARTY. 

Now,  my  lords  and  gentlemen,  I hope  that  at  the  risk  of  some  length 
and  some  tedium  (“  No  ”)  I have  at  all  events  avoided  any  kind  of 
obscurity.  I have  been  asked  to  give  a lead.  (Hear,  hear.)  I think 
that  request  was  a reasonable  one,  A man  who,  however  unworthy,  is 
called  upon  to  lead  a party  must  lead  it  (hear,  hear),  and  so  long  as  I 
am  in  that  position  I mean  to  lead  it.  (Loud  and  prolonged  cheers, 
cries  of  “What  about  Joe  ?”  and  some  interruption.)  I have  given 
this  great  topic  my  best  thoughts,  my  most  earnest  consideration,  and 
I am  firmly  convinced  that  the  policy  which  I now  recommend  to  the 
party  and  to  the  country  is  not  only  in  absolute  harmony  with  all  our 
best  traditions  (cheers),  not  only  finds  precedent  and  support  in  the 
statements  of  all  our  greatest  leaders,  is  not  only  in  perfect  conformity 
with  the  spirit  of  the  great  body  which  we  here  represent,  but  that, 
above  all,  it  is  the  best  which  this  country,  depending  for  its  greatness 
as  it  does  upon  its  commercial  position  in  the  world,  it  is  the  best  (I  say), 
which  this  country  can  adopt.  In  that  faith,  anff  with  all  earnestness 
of  purpose,  I recommend  it  to  your  favourable  consideration.  (The  right 
hon.  gentleman  then  resumed  his  seat  amidst  great  cheering.) 
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Mr.  Balfour,  who  was  received  with  loud  and  prolonged  cheering, 
said,  in  reply Mr.  Long,  Lord  Bath,  my  Lord  Dukes,  Ladies, 
and  Gentlemen, — I rise,  in  the  first  place,  to  thank  you  for  the 
manner  in  which  you  have  responded  to  the  toast  so  cordially  and  so 
gracefully  proposed.  It  is  another  example  of  the  reception  which 
Bristol  has  been  good  enough  to  give  me  one  specimen  already  to-day 
(cheers),  and  I cannot  thank  you  too  sincerely  for  this  mark  of  your 
regard  and  of  your  confidence.  I think  that  Lord  Bath,  in  the  earlier 
part  of  his  speech,  gave  a suggestion  of  the  tune  which  you  would  like 
me  on  this  occasion  to  play.  He  has  referred  to  that  fiscal  controversy 
whieh  is  raging,  with  or  without  knowledge,  with  or  without  charity,  in 
every  town,  and  I had  almost  said  at  every  dinner-table  throughout  the 
United  Kingdom.  I have  already  said  a good  deal  about  it ; I have 
already  written  a good  deal  about  it ; and  I do  not  know  that,  were  I 
left  to  myself,  it  is  a theme  on  which  I should  have  chosen  to  touch 
to-night.  But,  after  all,  I believe  it  is  the  theme  on  which  you  want  to 
hear  me  speak  (cheers) ; and  there  could  assuredly  be  no  fitter  audience 
before  which  to  discuss  the  true  relation  which  should  subsist  between 
the  trade  of  this  country  and  its  fiscal  system.  (Cheers.) 

FISCAL  POLICY  HITHERTO  AN  OPEN  QUESTION. 

Now  what  has  been  the  political  history  of  this  subject  during  recent 
years  ? When  I first  entered  public  life  and  throughout  all  that  public 
life  the  fiscal  question  was  an  open  question  in  the  Conservative  and 
the  Unionist  party.  As  far  as  I am  aware,  Lord  Derby,  the  Prime 
Minister  who  split  off  from  his  leader,  Sir  Robert  Peel,  upon  the  fiscal 
question,  never  withdrew  the  original  opinions  which  had  caused  the 
difference.  As  far  as  I know — I may  be  wrong,  but  as  far  as  I know — 
Lord  Beacon sfield  never  altered  the  views  to  which  he  gave  eloquent 
expression  in  the  earlier  part  of  his  life.  And  coming  down  to  times  in 
which  I have  myself  been  called  upon  to  play  a part  in  politics,  I 
have  sat  in  a Cabinet  in  which  there  was  certainly  one  member  who 
was  a Protectionist  in  the  old-fashioned  sense  of  the  term,  in  which 
there  was  certainly  more  than  one  member  who  took  the  most  rigid 
Cobdenite  views,  and  more  than  one  who  preached,  as  far  as  I under- 
stand the  matter,  precisely  the  same  doctrines  which  I am  endeavouring 
to  preach  to-day.  The  fact  that  there  were  thus  differences  ranging  over 
the  whole  gamut  of  fiscal  opinion  in  the  same  Cabinet  is  surely  sufficient 
proof  of  the  proposition  I am  laying  down  that  the  fiscal  question  was  at 
that  time  an  open  question  in  the  Conservative  and  in  the  Unionist 
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party.  (Hear,  hear.)  So  that  opinions  which  are  now  eagerly  can** 
vassed  in  every  political  society  throughout  thekingdom,  opinions  in  which 
I may  say  that  I agree,  were  from  time  to  time  uttered  by  persons  who 
held  a leading  place  in  Conservative  and  Unionist  circles  without  excit- 
ing disapproval  or  even  comment.  Until  recently  public  opinion  in  this 
country,  the  general  feeling  of  the  community  and  of  the  trading  classes, 
was  not  ripe  to  consider  any  change.  I do  not  know  whether  you  have 
ever  heard  the  difference  made  to  a note  played,  let  us  say,  upon  a violin 
according  as  there  is  or  is  not  in  its  neighbourhood  some  resonator  tuned 
into  perfect  accord  with  it.  If  there  is  not  the  note  may  die  away,  faint 
and  unheeded.  But  if  there  is — if,  to  apply  my^parallel,  there  is  a public 
which  will  give  back  the  note,  then  it  suddenly  gains  in  resonance  and 
strength,  and  fills  the  whole  space  around  it  with  sound.  (“Hear, 
hear,”  and  cheers.)  That  is  what  has  occurred  within  the  last  six  or 
eight  months.  It  is  not  that  freedom  of  negotiation,  the  right  in  certain 
cases  to  threaten  retaliation,  and,  if  need  be,  to  carry  it  out — it  is  not  as 
if  this  was  a new  doctrine  heard  of  now  for  the  first  time.  It  is  an  old 
doctrine,  often  preached  before,  but  now  for  the  first  time  fallen  upon 
ears  attuned  to  hear  it ; now  for  the  first  time  heard  by  a public  prepared 
to  listen  with  an  anxious  and  attentive  ear  to  appeals  which  it  formerly 
passed  by,  if  not  with  contempt,  at  all  events  in  silence. 

THE  RECONSTRUCTION  OF  THE  CABINET. 

Now  for  my  part  I should  have  been  glad  had  it  been  possible  that 
the  old  position  should  be  maintained  under  which  the  fiscal  question 
was  regarded  as  an  open  question  in  our  ranks.  It  was  not  possible, 
because  the  country  would  not  have  it,  the  House  of  Commons  would 
not  have  it,  and  the  Cabinet  itself  would  not  have  it.  They  may  have 
been  right.  My  own  wishes  may  have  been,  perhaps  they  were,  incapable 
of  realisation,  and  it  may  have  been  necessary  for  the  Cabinet  formally 
to  declare  the  policy  it  was  prepared  to  pursue.  Once  that  was  decided 
by  the  country,  by  the  House  of  Commons,  and  by  the  Cabinet,  mani- 
festly it  was  impossible  but  that  each  member  of  the  Cabinet  should  say 
to  himself  and  to  his  colleagues,  “ Am  I or  am  I not  a fiscal  reformer?” 
— (hear,  hear) — and  by  a fiscal  reformer  I do  not  of  course  mean  merely 
a man  who  sets  himself  to  work  to  find  whether  he  can  imagine  circum- 
stances, strange,  obscure,  and  unexpected,  which  might  justify  some 
exceptional  change  in  our  fiscal  system.  I do  not  mean  a man  who  sets 
to  work  upon  the  problem  as  the  old  casuists  set  themselves  to  work  to 
discover  whether  there  might  or  might  not  be  occasions  on  which  murder 
or  suicide  were  excusable,  (Laughter.)  By  a fiscal  reformer  I mean 
a man  who,  looking  at  the  whole  circumstances  of  his  time  and  of  his 
country,  feels  that  some  change,  some  genuine,  and  it  may  be  far- 
reaching,  change,  is  required  in  our  fiscal  methods  in  order  to  enable  us 
to  deal  with  a situation  which  was  not  in  existence  when  our  present 
system  was  framed  by  our  fathers  and  our  grandfathers,  a condition  of 
which  they  never  even  dreamed.  (Hear,  hear.)  Well,  when  that  point 
was  reached,  when  it  became  clear  that  we  had  to  choose  and  explicitly 
declare  our  choice  between  fiscal  reform  on  the  one  hand  and  standing 
entirely  in  the  old  ways  on  the  other,  then  unfortunately,  but  quite 
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inevitably,  changes  had  to  be  made  in  *he  Cabinet,  and  those  changes 
have  taken  place. 

AGREEMENT  upon  a policy. 

A Government  having  thus  been  formed  which  is  entirely  in  favour 
of  fiscal  reform  (loud  cheers),  and  this  change  having  been  made  in 
deference  to  public  opinion,  a new  charge  is  now  brought  against  us, 
namely,  that  the  members  of  the  Government,  who  are  agreed  on  the 
immediate  practical  issue,  are  not  agreed  as  to  the  desirability  or  prac- 
ticability of  further  developments.  This  is,  no  doubt,  a fact,  but  is  it  a 
crime  ? Did  anybody  ever  hear  of  a Cabinet  which  was  not  merely 
agreed  upon  a policy,  but  was  also  agreed  upon  every  principle  on  which 
that  policy  was  supposed  to  depend,  and  upon  every  conclusion  to  which 
those  principles  might  be  pressed  ? (Cries  of  “ No.”)  On  those  terms 
party  government  would  be  absolutely  impossible.  (Hear,  hear.) 
On  those  terms  party  government  has  never  been  carried  out  (hear, 
hear),  and  while  it  is  no  doubt  true  that  such  differences  of  opinion  must 
be  permitted  to  both  parties,  believe  me,  the  licence — if  licence  it  be — 
is  far  more  required  by  our  opponents  than  it  is  ever  likely  to  be  by 
ourselves.  (Cheers.)  Can  any  man  or  woman  imagine  a Radical 
Government  in  power,  in  which  all  its  members  were  agreed  upon  the 
great  questions  in  which  the  public  in  this  country  is  interested  ? Are 
they  all  to  agree  upon  Imperial  questions  ? (Cries  of  “ No,  no.”)  Are 
they  all  to  agree  upon  domestic  questions  ? Are  they,  for  instance,  to 
agree  as  to  the  Church  disestablishment  ? (Laughter,  and  cries  of  “ No, 
no.”)  Are  they  to  agree  as  to  whether  disestablishment  should  be 
Welsh  disestablishment  or  Scottish  disestablishment  or  Welsh  and 
English  disestablishment?  Are  you  to  require  complete  identity  of 
conviction  between  the  gentleman  who  believes  in  land  nationalisation 
and  the  owner  of  many  acres  who  will  probably  preside  over  the  Cabinet 
meetings  which  both  attend  ? (Laughter.)  Are  you  going  to  find  a 
common  measure  of  belief  for  the  trade-union  representative  and  the 
capitalist  representative  ? (Laughter.)  But  why  should  I go  on  ? 
The  differences  dividing  the  Radical  party  are  deeper,  are  more  per- 
manent, depend  upon  more  fundamental  considerations  than  any  differ- 
ences which,  either  now  or  at  any  future  time,  are  likely  to  divide  us. 
(Cheers.)  Are  they  to  come  forward  and  taunt  us  because  my 
colleagues  who  are  agreed  upon  a policy  do  not  pretend  that  they  are 
agreed  upon  every  conceivable  development  which  that  policy  might 
under  given  circumstances  take  ? It  is  far  beyond  any  demand  that  I 
have  ever  yet  known  made  on  a Government  that  they  should  frame 
their  Cabinet,  not  merely  with  the  view  to  what  is  to  be  done  during 
the  course  of  the  Parliament  in  existence,  .but  frame  it  in  view  of  a 
hypothetical  election  in  the  immediate  future.  This  demand,  exces- 
sive though  it  be,  has  been  met.  But  further  than  this  I decline 
to  go.  The  policy  we  have  announced  is  the  policy  we  have  all  agreed 
on  as  fitted  to  the  present  situation  of  the  country,  its  present  com- 
mercial relations,  and  the  present  sentiments  of  its  people.  (Cheers.) 
If  these  circumstances,  or  any  of  them,  change,  the  policy  itself  must 
necessarily  change  with  it.  The  principles  that  I have  laid  down  as 
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guiding  my  behaviour  are  not,  indeed,  likely  to  suffer  modification. 
But  the  mode  in  which  these  principlos  are  carried  out  must  depend 
upon  circumstances,  and,  if  these  circumstances  alter,  I have  no  right 
to  bind  my  colleagues,  and  I have  not  the  slightest  intention  of  binding 
myself.  (Cheers.) 

A TRIBUTE  TO  MR.  CHAMBERLAIN. 

I have  brought  you  up  through  this  brief  historical  narrative  to  the 
moment  at  which  we  stand,  and  I confess  to  feeling  some  surprise  when 
I survey  the  arguments — well,  perhaps  I ought  to  put  it,  when  I survey 
the  speeches  (laughter) — made  by  the  opponents  of  fiscal  reform,  to  see 
how  shy  they  fight  of  dealing  seriously  with  the  scheme  which  I have 
ventured  to  recommend  to  the  country.  (Hear,  hear.)  They  spend  a 
great  deal  of  time  in  denouncing  Mr.  Chamberlain  (hear,  hear,  and 
cheers),  and  they  are  not  content  with  denouncing  the  policy  which  he 
has  recommended,  which  they  have  a perfect  right,  of  course,  to  do,  but 
they  seem  to  me  to  show  a very  scant  appreciation  of  the  motives  which 
have  induced  Mr.  Chamberlain  to  leave  the  Government.  (Cheers.) 
They  attribute  to  him,  so  far  as  I can  discover,  sinister  motives,  far- 
reaching  designs,  unavowed  ambitions  (cries  of  “ Shame  ”),  and  they  fail 
to  see,  what  I should  have  thought  would  have  struck  every  candid  and 
impartial  observer,  that  here  is  a man  occupying  a great  place  in  the 
eyes  of  his  countrymen  (cheers),  filling  a great  office  as  it  has  never  been 
filled  before  (loud  cheers),  and  leaving  that  office  for  no  other  reason 
whatever  than  to  preach  with  absolute  freedom  doctrines  which  he 
thinks  are  of  vital  concern  to  the  future  both  of  Great  Britain  and  the 
Empire.  (Loud  cheers.)  These  doctrines  may  be  wrong  ; but  surely 
the  man  who  has  taken  this  course  in  order  to  preach  them  is  a man 
who  deserves  the  admiration  even  of  those  who  differ  from  him  most 
acutely.  (Cheers.) 

TRUE  FREE  TRADE. 

Now,  I understand  that  the  opponents  of  fiscal  reform  peculiarly  pride 
themselves  on  being  the  representatives  of  true  free-trade  doctrines. 
(Laughter.)  I dispute  that  proposition  (hear,  hear),  and  I appeal  to 
their  own  practice  to  show  how  incorrect  it  is.  Free  trade,  as  I 
understand  it,  advocates  unrestrained  commercial  intercourse  between 
nation  and  nation  in  which  neither  those  who  export  nor  those  who 
import  attempt  by  artificial  stimulants  or  artificial  barriers  to  modify 
the  natural  course  of  trade.  That  is  free  trade  (hear,  hear),  and  I wish 
to  Heaven  we  had  it.  (Cheers.)  The  question  I desire  to  put  to  these 
pseudo  free  traders  is  this — If  they  believe  in  this  doctrine,  how  can 
they  watch  with  uncomplaining  patience  its  utter  repudiation  by  every 
manufacturing  country  in  the  world  but  ourselves?  (Cheers.)  They 
talk  as  if  free  trade  was  enjoyed  by  every  country  which  refrained  from 
putting  a duty  upon  imports.  They  forget  that  true  free-trade  doctrine 
requires  freedom  not  only  for  the  imports  to  a country  but  for  the  exports 
from  it.  (Cheers.)  If  they  can  watch  with  this  indifferent  philosophy 
the  complete  repudiation  of  this  doctrine  by  the  world  at  large,  what 


THE  BRISTOL  SPEECH 


48 

claim  have  they  to  be  regarded  as  true  free-traders  ? (Cheers.)  I admit 
that  they  do  notin  words  deny  that  the  heavy  tariffs  put  upon  our  goods 
by  foreign  countries  is  in  itself  an  evil,  but  they  pass  it  by  as  an  evil  which 
after  all  may  be  neglected,  as  a disease  so  slight  that  it  must  be  more 
tolerable  than  almost  any  remedy  that  can  be  proposed ; — and  I notice 
that  in  fact  the  only  remedy  which  they  do  propose  is  education. 
(Laughter.)  I am  the  last  person  in  the  world  to  underrate  the  value 
or  importance  of  education.  (Hear,  hear.)  I believe  I have  spent  more 
hours  in  trying  to  promote  a national  system  of  education  than  all  these 
free-trade  gentlemen  put  together  (cheers) ; but  though  I do  not  under- 
rate education,  was  anything  in  this  world  ever  heard  so  utterly 
ridiculous  as  the  theory  that  technical  education  or  secondary  education, 
or  any  other  form  of  education,  would  neutralise  an  80  per  cent,  duty 
upon  your  staple  manufactures  ? (Hear,  hear.)  The  idea  that  we  can 
cure  the  ills  inflicted  by  foreign  tariffs  merely  by  increasing  the  number 
or  the  excellence  of  our  technical  schools,  is  so  intrinsically  absurd  that 
I almost  feel  the  sacred  cause  of  education  is  made  ridiculous  by  such 
advocacy. 

THE  MOST-FAVOURED-NATION  CLAUSE. 

Well,  what  is  the  other  consolation  which  these  gentlemen  find  in  the 
present  state  of  things  ? Their  view  is,  as  you  are  aware,  that  we 

ought  not  to  bargain.  Bargaining  with  foreign  nations  about 

tariffs  will  get  us  into  trouble.  Our  rivals  will  quarrel  with  us, 

they  will  b9  disagreeable  to  us.  After  all,  so  runs  the  argument, 

we  have  got  the  most-favoured-nation  clause  to  help  us,  and  this 
is  worth  more  to  the  export  trade  of  this  country  than  all  the  bar- 
gaining in  the  world.  — Now  the  most-favoured-nation  clause  is 
probably  a mystic  phrase  to  a great  many  of  those  I am  addressing, 
but  I can  very  briefly  describe  what  it  is  in  a manner  which  I hope  will 
not  be  too  repulsively  technical  for  the  occasion.  The  most-favoured- 
nation clause,  as  let  us  say  between  England  and  Austria,  provides 
that,  if  Austria  gives  Italy,  for  example,  favourable  terms  for  any 
Italian  import  into  Austria,  Austria  shall  be  obliged  to  give  us  the  same 
terms.  In  other  words,  it  in  appearance  gives  us  every  advantage 
which  France  or  Germany  or  America  in  the  course  of  their  tariff 
negotiations  have  been  able  to  extract  from  Austria.  Now  observe  that 
our  opponents,  these  so-called  free  traders,  are  quite  ready  to  accept  the 
good  things  thus  obtained  by  bargaining,  provided  only  the  bargaining 
is  done  by  other  countries  and  not  by  us.  They  have  to  admit,  there- 
fore, however  inconsistently,  that  bargaining  is  useful,  and  useful 
to  this  country.  But  if  so,  had  we  not  better  do  our  own  bargaining^ 
Is  it  credible  that  the  accidental  by-products  of  other  people’s  bargaiir- 
ing  for  their  interests  should  prove  the  best  way  of  securing  our  own  ? 
We  know  in  fact  that  it  is  not.  We  know  by  actual  experience  that 
when  two  countries  take  the  trouble  to  come  to  an  understanding 
on  fiscal  matters  with  each  other,  the  understanding  is  usually  of  a 
kind  which  does  as  much  good  as  possible  to  themselves  and  as  little 
good  as  possible  to  anybody  else.  When  Germany,  for  example,  in  1891 
was  negotiating  commercial  treaties,  she  set  to  work  so  to  arrange  their 
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terms  that  under  the  most-favoured-nation  clause  we  should  capture  as 
small  a part  as  possible  of  the  advantages  she  was  conferring  upon  her 
Continental  neighbours — not  out  of  any  malevolence  to  this  country 
(a  voice,  “ Oh  no!”) — not  out  of  any  malevolence  to  this  country 
(laughter),  but  simply  because,  as  she  was  probably  paying  these 
nations  for  what  they  gave  her  in  the  way  of  tariff  relaxation,  she  did 
not  see  why  she  should  also  pay  us,  who,  in  the  way  of  open  markets, 
had  already  given  her  all  we  had  to  give.  And  this  diplomatic  opera- 
tion, though  highly  unfavourable  to  this  country,  is  not  one  of  which  in 
existing  circumstances  we  can  complain,  nor  can  it  be  regarded  as  in  any 
way  a breach  of  the  comity  of  nations.  So  much  for  the  security  to  our 
export  trade  provided  by  the  much-vaunted  operation  of  the  most- 
favoured-nation clause. 

DOES  THIS  COUNTRY  EXIST  ON  SUFFERANCE? 

The  Cobdenite  free-traders  are  not  content  thus  to  exaggerate  the 
advantages  of  the  bargaining  done  for  us  by  other  people.  They  draw 
the  gloomiest  picture  of  what  is  going  to  happen  to  us  if  we  attempt  to 
bargain  for  ourselves.  The  mere  threat  of  retaliation  will,  according  to 
them,  most  deeply  offend  the  susceptibilities  of  all  the  Great  Powers. 
(Laughter.)  They  will  all  resent  our  action,  and  there  is  no  telling 
what  injuries  which,  if  we  do  offend  them,  they  are  not  capable  of 
indicting  upon  us.  Does  this  country,  then,  exist  on  sufferance  ? (Loud 
cheers.)  Precisely  the  same  kind  of  argument  has  been  used  with 
regard  to  our  Fleet.  Critics  of  the  same  breed  have  said,  “ If  you  will 
go  on  building  ships  so  as  to  make  your  naval  position  secure,  why 
other  nations  will  go  on  building  also ; so  that  though  you  will  be 
poorer  you  will  not  be  relatively  stronger,  when  exhaustion  brings  the 
race  for  predominance  to  an  end.”  From  which  the  conclusion  is  that 
the  best  security  both  for  our  Empire  and  our  trade  is  to  be  found  in 
the  good-natured  toleration  of  our  neighbours.  I will  make  no  such 
confession  of  national  weakness.  I do  not  deny— I never  wish  to  over- 
state my  case — I do  not  deny  that  tariffs,  like  fleets,  may  be  misused. 
I do  not  deny  that  tariffs,  like  fleets,  may  be  used  provocatively,  and 
that  if  they  are  used  provocatively  they  may  produce  great  national 
disasters.  But  because  we  may  misuse  them  are  we  not  to  be  allowed 
to  use  them  ? Are  we  to  admit  our  own  incompetence  to  deal  wisely 
with  those  defensive  weapons  which  I ask  you  to  forge?  That  is  not 
merely  to  admit  that  the  commerce  of  this  country  exists  on  sufferance, 
but  that  we  are  too  weak,  too  foolish,  too  easily  misled,  to  be  allowed 
the  unrestricted  use  of  ordinary  diplomatic  methods  ; that  we  are  like 
children  that  cannot  be  trusted  with  edged  tools,  for  fear  we  should 
cut  our  own  fingers.  (Laughter.)  Well,  I think  better  of  my  country- 
men. But  is  not  this  habit  of  considering  the  fiscal  question  as  if  it 
were  neither  a question  of  scientific  political  economy  nor  a question  of 
practical  commercial  policy,  but  a question  of  morals,  in  the  highest 
degree  absurd?  Some  gentlemen  really  talk  as  if  other  nations  sinned 
in  adopting  protection,  while  free  trade  was  a virtue  to  be  practised  for 
its  own  sake,  without  hope  of  fee  or  reward.  Others  tell  us  that,  if  we 
once  allow  fiscal  questions  to  come  within  the  purview  of  Parliamentary 
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action,  if  we  relax,  even  for  a moment,  the  rigidity  of  our  ancient 
doctrines,  the  House  of  Commons  will  be  corrupted,  our  lobbies  will  be 
haunted  by  self-seeking  manufacturers,  and  the  purity  of  public  life 
will  be  polluted  at  its  source.  How  far  are  you  going  to  carry  that 
doctrine  ? It  seems  to  me,  if  you  carry  it  to  its  ultimate  conclusion, 
the  House  of  Commons  must  be  debarred  from  considering  the  material 
interests  of  any  section  of  the  population  ; and  we  had  better  forthwith 
devote  ourselves  to  harmless  discussions  on  the  scholastic  philosophy. 
(Cheers.) 

FREE-TRADE  MAXIMS. 

I want  to  ask  these  opponents  of  fiscal  reform  where  is  their  system 
going  to  land  us  ? They  put  a great  many  questions  to  me  and  to  my 
friends.  The  time  has  come  for  us  to  put  some  questions  to  them. 
(Cheers.)  Consider,  then,  for  a moment  one  or  two  of  their  favourite 
maxims  : — This  for  example  : That  if  you  look  after  the  imports  the 
exports  will  take  care  of  themselves.  (Laughter.)  Do  they  really  mean 
to  tell  us  that  we  are  to  see  market  after  market  taken  from  our 
exporters,  one  neutral  country  after  another  absorbed  in  the  general 
stream  of  protection,  while  we  are  not  to  lift  a finger  to  prevent  it, 
content  to  expend  our  energies  in  pious  aspirations  after  free  trade? 
Is  that  their  policy  ? If  so,  I do  not  think  that  the  imports  will  take 
care  of  themselves.  We  cannot  get  our  imports  without  paying  for 
them,  and  we  can  only  pay  for  them  by  our  exports.  If  we  are  going 
to  permit  other  nations  to  make  our  export  trade  more  difficult  day  by 
day,  the  time  will  come  when  imports  will  cease  to  look  after  themselves, 
and  when  we  shall  find  we  have  to  pay  a far  heavier  price  for  them 
than  this  country  either  can  or  will  afford.  (Cheers.) 

Another  piece  of  advice  which  they  never  weary  of  giving  us  is  that  the 
only  person  that  ought  to  be  thought  of  is  the  consumer,  that  to  turn  your 
eye  for  a moment  to  the  manufacturer,  or  the  operative,  or  the  farmer  is  to 
put  yourself  in  the  way  of  temptation,  and  that  if  you  run  into  temptation, 
you  are  but  too  likely  to  fall  from  the  strict  purity  of  free-trade  orthodoxy. 
Very  well,  let  us  put  a few  questions  on  this  doctrine  also.  Do  free- 
traders of  this  school,  when  they  talk  of  the  interests  of  the  consumer, 
mean  his  permanent  interests  or  his  immediate  interests  ? And  if  they 
mean  his  permanent  interests,  do  they  really  think  that  these  are  pro- 
moted by  permitting  a form  of  foreign  bounty -fed  competition  by  which 
the  capital  of  our  manufacturers  and  the  skill  of  our  workmen  arealike 
threatened  ? Do  they  not  think  it  worth  while,  even  at  the  possible 
cost  of  a temporary  rise  of  price  to  the  consumer,  to  save  home  industries, 
which  it  is  easy  to  destroy  but  not  easy  to  build  up  ? For  remember  that 
this  bounty-fed  or  duty-fed  competition,  as  soon  as  it  has  done  that  work 
of  destruction,  on  which  these  gentlemen  turn  so  cold  and  indifferent 
an  eye,  is  then  in  a position  to  raise  the  price  upon  the  consumer  in 
whose  name  and  for  whose  benefit  this  useless  cruelty  has  been  permitted. 
(Cheers.) 

There  is  yet  a third  maxim  much  reverenced  in  Cobdenite  circles,  on 
which  I should  like  to  ask  a question.  Are  we  really  going  to  lay  it 
down  as  a fundamental  rule  of  finance  that  taxation  is  never  under  any 
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circumstances  to  be  imposed  except  for  revenue  purposes  ? This  may  be 
an  excellent  general  rule,  but  it  is  one  which  makes  us  absolutely  helpless 
in  international  negotiations,  and  which,  unless  you  are  prepared,  no 
doubt  with  caution,  with  moderation,  but  still  prepared  to  abrogate  it, 
will  entirely  put  you  at  the  tender  mercy  of  foreign  nations,  with  no 
better  protection  than  that  provided  by  the  most-favoured-nation  clause 
whose  virtues  I have  already  endeavoured  to  describe. 

PROTECTION  OF  THE  COLONIES  FROM  FISCAL 
AGGRESSION. 

There  is  but  one  more  question  I mean  to  put  before  I bring  my 
Gross-examination  to  an  end.  Do  our  opponents,  or  do  they  not,  mean,  if 
pur  Colonies  give  us  preferential  treatment — do  they,  or  do  they  not,  mean 
to  allow  them  to  be  penalised  for  their  patriotism  by  any  foreign  Power  i 
(Cheers.)  Now  if  there  is  anything  which  I should  have  thought  would 
have  stirred  the  blood  of  the  most  sluggish  Englishman — (laughter) — 
anything  which  I should  have  thought  might  have  disturbed  the  self- 
complaceny  of  the  most  confident  Cobdenite,  it  would  be  the  thought 
that  one  of  our  Colonies  had  endeavoured,  for  the  sake  of  the  Empire, 
to  give  us,  the  Mother  Country,  special  privileges ; and  that  we  were 
required  by  our  principles  to  sit  by,  passive  and  unresisting,  while  the 
foreigner  punished  it  for  its  offence.  I could  never  have  believed  that 
that  was  possible  if  I had  not  seen  with  my  own  eyes  and  heard  with 
my  own  ears  that  it  was  true.  I well  remember,  indeed  I can  never 
forget,  that  the  Leader  of  the  Opposition  in  the  House  of  Commons  got 
up— (A  voice:  “Who  is  he?”  and  laughter.)  Well,  the  one  I am 
referring  to  for  the  moment  is  Sir  Henry  Campbell-Bannerman.  (Groans.) 
Sir  Henry  Campbell-Bannerman  did  what  I have  rarely  known  the 
Leader  of  the  Opposition  do.  He  got  up  and  himself  moved  the 
adjournment  of  the  House  in  order  to  warn  the  Colonies  how  little  they 
had  to  hope  for  from  this  country  in  the  way  of  protection  from  fiscal 
aggression.  Truly  an  amazing  performance ! 

Well,  I have  gone  through  my  list  of  questions.  The  Government 
answer  them  all  in  one  way  ; the  Opposition  answer  them  all  in  another 
way ; which  of  the  two  policies  are  you  going  to  select  ? (Cries  of  “Yours,” 
and  cheers.)  I cannot  doubt  that,  even  as  things  are,  your  choice  will  bain 
the  direction  which  your  cheers  indicate.  (Hear,  hear.)  But,  remember 
we  are  not  merely  dealing  with  things  as  they  are  ; we  are  dealing  with 
things  as  they  tend  to  be.  I reject  with  profound  contempt  arguments 
based  merely  upon  the  actual  moment  in  which  we  live,  and  which 
leave  entirely  out  of  account  the  tendencies  which  are  moulding  and 
must  more  and  more  mould  the  commercial  fortunes  of  the  world.  All 
these  tendencies  appear  to  me  to  be  inimical  to  the  future  of  this 
country.  That  we  can  entirely  arrest  them,  that  we  can  wholly  modify 
them  in  a free-trade  direction,  that,  indeed,  I do  not  believe ; but  it 
seems  to  me  little  short  of  national  lunacy  that,  with  the  dangers  I have 
foreshadowed  staring  us  in  the  face,  obvious  and  patent,  deducible 
directly  from  the  very  doctrines  of  which  our  opponents  make  such 
loud  profession — it  seems,  I say,  stark,  staring  folly  not  to  take  what 
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steps  we  can  to  prevent  the  growth  of  influences  which  augur  so  little 
good  for  the  future  of  the  industries  of  this  country.  (Hear,  hear.) 

THE  PROGRESS  OF  TARIFF  REFORM. 

Lord  Rosebery,  I gather,  is  dreadfully  afraid  of  being  rushed. 
(Laughter.)  Nobody  is  going  to  rush  him.  (Hear,  hear.)  He  may 
have  plenty  of  time,  so  far  as  we  are  concerned,  to  think  it  all  over.  He 
has,  in  my  judgment,  a great  deal  to  learn  (laughter)  and  a great  deal 
to  unlearn  (hear,  hear),  and  the  longer  he  and  his  friends  reflect  upon 
the  theses  I have  laid  down  the  less  comfortable  will  be  their  confidence 
in  the  creed  they  have  so  loudly  preached.  I really  do  not  see,  however, 
any  reason  why  they  should  not  still  enjoy  two  or  three  years  more  of 
quiet  meditation.  (Laughter  and  cheers.)  Lord  Rosebery,  I remem- 
ber, rather  took  the  view  that  some  observations  of  an  economic  kind 
which  I had  embodied  in  a recent  pamphlet  were  rather  obscure,  and  I 
collected  that  the  price  of  the  pamphlet  had  not  given  him  those  oppor- 
tunities of  study  which  under  happier  circumstances  he  might  have  en- 
joyed. (Laughter.)  I must  put  that  all  right  (laughter),  and  if  the  Oppo- 
sition really  devote  the  years  that  may’  elapse  between  now  and  the  next 
general  election  (cheers)  to  study  the  fiscal  question  in  all  its  bearings, 
who  knows  that  we  may  not  find  them  among  the  converts  to  the  cause ! 
(Laughter  and  cheers.)  I think  I already  see  in  public  opinion  a move- 
ment in  that  direction  (hear,  hear),  perceptible  even  in  the  course  of  the 
last  few  months.  (Cheers.)  I do  not  think  the  stream  of  tendency  is 
likely  to  diminish  in  violence  or  alter  in  direction  ; but,  at  all  events,  no 
man  who  witnessed,  as  I witnessed  this  morning,  the  enthusiasm  which 
Bristol  showed  (cheers)  for  the  cause  of  the  Government  can  doubt  that 
in  this  constituency  at  all  events  the  ground  is  prepared  for  the  good 
seed.  (Cheers.)  I am  not  vain  enough,  and  I am  not  foolish  enough,  to 
suppose  that  the  great  demonstration  of  to-day  had  personal  refer- 
ence to  myself  (cries  of  u Yes,”  and  cheers),  but  I do  take  it  as  a proof 
that  Bristol  is  in  favour  of  the  Conservative  and  Unionist  party  (loud 
cheers),  be  their  leaders  who  they  may.  And  in  addition  to  that  general 
moral,  I draw  this  particular  conclusion,  that  Bristol  is  devoting  its 
attention  to  this  great  fiscal  question  ; that  it  realises  that  things  are 
not  wholly  satisfactory  with  this  country  ; that  the  tides  of  commerc 
are  not  running  wholly  in  our  favour  ; and  that  it  behoves  us  if  w- 
would,  like  wise  men,  adapt  our  policy  to  the  circumstances  in  which 
Jiive  J^o  reconsider  our  accepted  fiscal  principles — principles  never,  inde 
absolutely  true,  though  useful  in  times  different  from  our  own, 
which  require  profound  modifications  if  the  industries  of  this  country 
to  have  their  fair  chance  in  the  commercial  competition  of  the  w 
(Mr.  Balfour  resumed  his  seat  amid  loud  cheers  at  ten  minutes  t 
having  spoken  for  nearly  an  hour.) 
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